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Il. FINANCIAL SECTION

The Financial Section Contains:

. Auditor's Report

. Management's Discussion and Analysis

. Basic Financial Statements

. Notes to Financial Statements
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Independent Auditor's Report

To the Honorable Mayor and Members of the City Council
City of Aubum Hills, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of the City of Aubum Hills, as of and for the year ended December 31, 2007, which collectively comprise the City's
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the
City of Aubum Hills’ management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of matenal misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

in our opinion, the financial statements referred to above present fairy, in all material respects, the respective
financial position of the governmental activities, the business-type acfivities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Auburn Hills as of
December 31, 2007 and the respective changes in financial position and cash flows, where applicable, thereof for the
year then ended, in conformity with accounting principles generally accepted in the United States of America.

The management's discussion and analysis, pension system and other post-employment benefit plan schedules of
funding progress and employer contributions, and the budgetary comparison schedules as identified in the table of
contents, are not a required part of the basic financial statements but are supplemental information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required supplemental
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Aubum Hills’ basic financial statements. The accompanying other supplemental information, as identified
in the tabie of contents, is presented for purposes of additional analysis and are not a required part of the basic
financial statements. The other supplemental information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

74«4,#, f Zbu«z, PLLL

June 4, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

As the management of the City of Aubumn Hills, we offer readers of the City's Financial Report with Supplemental Information this narrative
overview and analysis of the financial activities of the City for the year ended December 31, 2007. We encourage readers to consider the
following information in conjunction with the information presented in the City’s financial statements.

FINANCIAL HIGHLIGHTS

The assets of the City of Aubum Hills exceeded its liabilities at the close of the most recent fiscal year by $177,415,888 (net assets). Of
this amount, $121,942,242 is the investment in capital assets (net of related debt), $25,776,886 are assets restricted for specific
purposes and functions, while the remaining $29,696,760 represents unrestricted net assets which may be used to meet the demand for
resources for the ongoing functions of the City.

The City's total net assets increased during 2007 by $349,013. The decrease in the net assets of the govermmental activities was
$405,824 while the business-type activities experienced an increase in total net assets of $754,837. In the govemmental activities, the
decrease is primarily attributable to a decline in tax revenues. While the recurring tax revenues increased in the current year, the total
tax revenues declined due to the City recognizing revenues from reclaimed abated taxes in the amount of $1,287,262 in 2006 and
subsequently freated as uncollectible in the current year. The increase in net assets in the business activities is attributable primarily
to a one-time retroactive correction in sewer expenses in the amount of $1.3 million. The expenses were paid by the City in prior years
and were subsequently refunded to the City in 2007.

At December 31, 2007, the City of Auburn Hills' govemmental funds reported combined fund balances of $31,113,142, an increase of
$2,689,860 from the December 31, 2006 balance of $28,423,282. The increase was attributable to increases in General fund revenues,
particularly in the categories of tax revenues, service charges, state sources, and interfund charges. The unreserved fund balance at
December 31, 2007 for the General fund was $7,362,106 or 51.2% of the total 2007 General fund expenditures and transfers.

The total long-term debt of the City of Aubumn Hills at December 31, 2007 was $20,153,425 which represents a decrease of $364,582
from the prior year balance of $20,518,007. The reduction was attributable to principal payments made on long-term debt in 2007 in the
amount of $1,410,000 which was offset by an increase in Michigan Tax Tribunal (MTT) property tax appeals in the amount of
$1,045,518. The increase in the MTT appeals was due to a substantial increase in the number of new appeal cases and to declining
property market values. There were no new debt issuances by the City during 2007.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Auburn Hills' basic financial statements. The basic
financial statements are comprised of three components: 1) government-wide financial statements, 2) fund financial statements, and 3)
notes to the financial statements. This report also contains other required supplementary information in addition to the basic financial
statements.

Government-Wide Financial Statements. The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in @ manner similar to a private-sector business.

The statement of net assets presents information on all of the City’'s assets and liabilities, with the difference between the two reported
as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial position of the
City is improving or deteriorating.

The statement of activities presents information showing how the City's net assets changed during 2007. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will result in cash flows in future fiscal periods (e.g., multi-
year special assessments and other receivables not collected within sixty days of the end of the 2007 fiscal year).

Both of the government-wide financial statements distinguish functions of the City of Auburn Hills that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The governmental activities of the City of Auburn Hills include
legislative, management and planning, public safety, streets, highways and public improvements, cornmunity and economic
development, and general support. The business-type activities of the City include the Water and Sewer Departments and Fieldstone
Golf Club, a municipal golf course.

The government-wide financial statements include, not only the City itself (known as the primary government), but also includes five
legally separate component units for which the City is financially accountable. Financial information for these component units is
reported separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found as Exhibits A-1 and A-2 of this report.



MANAGEMENT'S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

Fund Financial Statements. A fund is a grouping of related accounts that are used to maintain control over resources that have been
segregated for specific activities or objectives. The City of Aubum Hills, like most other state and local govemments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements and to comply with State and GASB
(Government Accounting Standards Board) requirements for governmental accounting. All of the funds of the City can be divided into
three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as governmental activities
in the government-wide financial statements. However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of available resources, as well as on balances of resources available at the end of
the fiscal year. Such information may be useful in evaluating a government's near-term ability to meet financial commitments.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to compare the
information presented for governmental funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the City’s near-term financing decisions.
Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City of Auburn Hills maintains individual governmental funds. Information is presented separately in the govemmental fund balance
sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the general fund, five
special revenue funds, and one debt service fund, all of which are considered to be major funds. Data from the other governmental
funds are combined into a single, aggregated presentation entitied “Other Non-Major”. Individual fund data for each of these non-major
governmental funds is provided in the form of combining fund financial statements in this report shown on Exhibits C, D, and E.

The City of Auburn Hills adopts an annual appropriated budget for all governmental funds. A budgetary comparison statement has been
provided for the major governmental funds to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on Exhibit A-3 and Exhibit A-5 of this report.

Proprietary Funds. The City of Auburn Hills utilizes two different types of proprietary funds. Enterprise funds are used to report the
same functions presented as business-type activities in the government-wide financial statements. The City uses enterprise funds to
account for the Water Department, Sewer Department and Fieldstone Golf Club municipal golf course. internal service funds are an
accounting device used to accumulate and allocate costs internally among the City’s various functions. The City utilizes internal service
funds to account for its fleet of vehicles and equipment and for the accounting of the liability for unused, eamed accrued sick and
vacation hours. These functions have been allocated to govemmental activities and business-type activities in the same proportion as
the amount of services these functions provide to the activities.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The
proprietary fund financial statements provide separate information for the Water, Sewer and Fieldstone Golf Club. Conversely, all
internal service funds are combined into a single, aggregated presentation in the proprietary fund financial statements. Individual fund
data for the internal service funds is provided in the form of combining statements shown on Exhibits F-1, F-2, and F-3.

The basic proprietary fund financial statements can be found on Exhibits A-7, A-8, and A-9 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statement because the resources of this fund are not available to support the
City of Auburn Hill's programs. The accounting used for fiduciary funds is much like that used for proprietary funds. The City’s fiduciary
funds are the Agency fund, the Pension fund, and the Retiree Health Care Trust.

The fiduciary fund financial statements can be found on Exhibit A-10 and Exhibit A-11 of this report.

Component Units Presentation. The government-wide financial statements include not only the financial information for the City of
Auburn Hills (the primary government), but also five legally separate component units for which the City is financially accountable.
Financial information for these component units is reported separately from the financial information presented for the primary
government.

The basic component unit financial statements can be found on Exhibit A-12 and Exhibit A-13 of this report.



MANAGEMENT'S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

provided in the government-wide and fund financial statements. The notes to the financial statements can be found on Exhibit A-14 of
this report.

Other Information. in addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the City of Auburn Hills' progress in funding its obligation to provide pension benefits and retiree
health care benefits to its employees. In addition, budgetary comparison schedules are provided for all major governmental funds. This
information can be found on Exhibit B-3, Exhibit B-4, Exhibit B-5 and Exhibit B-6 of this report.

Government-Wide Financial Analysis

As stated above, net assets over time may serve as a useful indicator of the City of Auburn Hills' financial position. Assets of the City of
Auburn Hills exceeded liabilities by $177,415,888 at December 31, 2007.

The net assets for the City of Auburn Hills are comprised of $25,776,886 in assets which are restricted for specific programs and
functions, $121,942,242 investment in capital assets (land, streets, water and sewer mains, etc.) net of any related debt that is still
outstanding to purchase or construct these assets, and $29,696,760 in unrestricted assets. The City utilizes the capital assets to
provide services to citizens; consequently, these assets are not available for future spending. Although the City's investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay the outstanding debt issued to
purchase or construct these assets ($16,895,000) must be provided from other sources since the capital assets cannot be sold to
liquidate the outstanding debt.

Statement of Net Assets-City of Auburn Hills

{in Millions)
Governmental Business-Type Total
Activities Activities Primary Government
2007 2006 2007 2006 2007 2006
Current and Other Assets.........ccceeeeeeennennes $66.7 $ 655 $21.7 $ 224 $ 884 $ 87.9
Capital ASSetS...c..evvriueieiiiiiicriccinenans 71.3 71.7 67.5 67.0 138.8 138.7
Total AsSetS..cc.cveirerncirnicrcneenecannns 138.0 137.2 89.2 89.4 227.2 226.6
Long-Term Liabilities......cc..ovvevrrnviniinninennns 9.5 8.3 12.3 12.3 218 206
Other LiabilitieS....cveererrnrrrerrinaresienrecirnnnen, 24.8 24.8 3.2 4.2 28.0 29.0
Total Liabilities........cccoeveevrenrncrennn.n. 34.3 331 15.5 16.5 498 49.6

Net Assets:
Invested in Capital Assets,

Net of Related Debt . . 122.0
Restricted.......ccccovveinnnee. P . . . 25.9
Unrestricted................... . . . . R 29.1
Total Net Assets......ccovveeneeeecinnnnne. . . . . . $ 177.0

A portion of the City's net assets, $25,776,886 or 14.5%, represents resources that are subject fo restrictions on how they may be used.
The remaining fund balance is composed of the unrestricted net assets in the amount of $29,696,760 which may be used to meet the
govemment's obligations to citizens and creditors.

At the end of 2007, the City of Auburn Hills is able to report positive balances in both categories of net assets, for the City as a whole,
and for the governmental and business-type activities. This was also the case at the end of 2005 and 2006.
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The City's total net assets increased $349,013. This increase is primarily attributable to higher revenues and stable expenses in most
departments with the exception of a one-time additional contribution to the Retiree Health Care Trust of $2.8 million. The decrease in
the net assets of the governmental activities was $405,824 while the business-type activities experienced an increase in total net assets
of $754,837. The following is a summary of the changes in the City's net assets:

Change in Net Assets-City of Auburn Hills

(in Millions)
Governmental Business-Type Total
Activities Activities Primary Government
2007 2006 2007 2006 2007 2006
Revenues
Program Revenues:
Charges for Services......coc.ceuvevvnnnnnnnns $ 2.0 $ 1.9 $ 121 $ 9.9 $ 1441 $ 11.8
Operating Grants and Contributions....... 1.6 14 0.3 1.9 14
Capital Grants and Contributions........... - 0.2 0.7 0.8 0.7 1.0
General Revenues:
TaAXES..ceuunrrranirirrren e ierite e eranen s 20.4 22.4 0.5 0.5 20.9 22.9
State Shared Revenue..............cccccne 1.6 1.6 1.6 1.6
Use of Money and Investments............. 29 3.0 0.9 0.8 3.8 3.8
Other Unrestricted Revenues............... 2.5 2.1 0.5 0.4 3.0 25
Total Revenues...........coceeviiieenn. 31.0 326 15.0 124 46.0 45.0
Expenses
Legislative........cooeieveeic e 0.3 0.2 0.3 0.2
Management and Planning.................. 3.5 3.0 3.5 3.0
Public Safety......c.cccevvmmvmeiiirncinnns 15.6 13.2 15.6 13.2
Streets, Highways, & Improvements...... 4.7 4.6 47 4.6
Community & Economic Dev................ 4.4 27 4.4 2.7
General Support......c.coceeiiiiiiiininiaas 2.7 8.6 2.7 8.6
Interest on Long-Term Debt................. 0.3 0.2 0.3 0.2
6.3 5.6 6.3 5.6
5.3 5.7 5.3 57
2.6 2.6 2.6 2.6
31.5 325 14.2 13.9 457 46.4
Increase (Decrease) in Net Assets
before Transfers..........ccceevvniiniinecnnenn, (0.5) 0.1 0.8 (1.5) 0.3 (1.4)
Transfers......covvvvriinceiiiiinn s 0.1 (0.3) (0.1} 0.3 - -

Increase (Decrease) in Net Assets..... $ (04 $ (0.2) $ 0.7 $§ (12 $ 0.3 $ (1.4

Governmental Activities. Governmental activities decreased the net assets of the City of Aubum Hills by $405,824. The key elements
affecting this change are as follows:

The City of Auburn Hills spent a total of $1,902,206 on purchase or construction of governmental activities capital assets during
2007. In fund accounting methodologies, this amount is a use of current resources and a corresponding reduction in fund balance.
GASB-34 provisions require that these assets be capitalized which results in no reduction in total assets. However, the costs of
assets are allocated to the fiscal periods benefiting from their acquisition by recording depreciation expense. Recording
depreciation expense reduced total assets by $2,669,492.

The City made total long-term debt principal repayments totaling $525,000. In fund accounting, this type of payment is recorded as
an expenditure reducing net assets.

Recurring tax revenues increased by $565,264 or 2.7% in 2007; however, total tax revenues in 2007 show a decline from 2006 of
_approximately $2.1 million due to a tax abatement for $1,287,262 which was accrued as revenue in 2006 and subsequently treated
as uncollectibie in 2007.

interest income from investments in 2007 was $2,955,106 which was a decrease of $83,588 from the prior year.
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Business-Type Activities. Business-type activities increased the City of Auburn Hills' net assets $754,837. Key elements of this
increase are as follows:

The Water Department incurred an operating loss in the amount of $1,535,341 while the Sewer Department had net operating
income of $440,873 in 2007. Non-operating revenues and capital contributions provided additional revenues of $448,688 and
$1,389,105 respectively to the Water and Sewer Departments. The operating loss in the Water Department resulted from service
charges being insufficient to cover the direct operating costs of providing these services. In order to eliminate the shortfall in the
current year's activity for the Water Department, a transfer for $1,300,000 was made to Water from the Sewer Department. After
including all sources of revenues, the Water Department experienced an increase in its net assets of $245,873.

The Fieldstone Golf Club fund had an operating loss of $58,174 and an additional $634,150 in net non-operating income
(expenses), capital contributions, and transfers-in which in total resulted in an increase in net assets of $575,976.

Financial Analysis of the Government's Funds
As stated previously, the City of Auburn Hills uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.
Governmental Funds. The focus of the City of Auburn Hills’ governmental funds is to provide information on near-term inflows,
outflows, and balances of resources available. Such information is useful in assessing the City's financing requirements and ability to
meet financial demands as they occur. In particular, unreserved fund balance may serve as a useful measure of the City's net
resources available for spending at the end of the fiscal year.

At the end of the 2007 fiscal year, the City of Auburn Hills' governmental funds reported combined fund balances of $31,113,142, an
increase of $2,689,862 or 9.5% from the 2006 fund balances. Except for $19,987, the entire fund balance constitutes an unreserved
fund balance which is available for spending at the govemment's discretion.

The General fund is the chief operating fund of the City of Aubum Hills. At the end of the current fiscal year, the unreserved fund
balance of the General fund was $7,362,106. The unreserved fund balance represents 51.2% of total General fund expenditures.

After comparing the General fund balance to the balance as of December 31, 2006, the fund balance of the City of Auburn Hills’ General
fund increased by $1,591,861. The key factors in this increase are as follows:

The increase is primarily attributable to an increase in fund revenues. General fund revenues in 2007 increased by $1,699,283 or
11.9% over the prior year. Revenue increases occurred primarily in the following five categories: tax revenues ($852,563), service
charges ($169,714), state sources ($104,495), interfund charges ($561,579), and other revenues ($167,966). Interest revenues
from investments experienced a decrease from the prior year of $218,167.

The expenses in the General fund increased by $1,594,977 or 12.5% over the prior year. The majority of the increase ($791,835)
was due to the assignment of the management staff associated with the Public Service Department into the General fund. These
reassigned expenses are charged fo the specific departments and/or funds using their services; thus, there was an offsetting
increase in revenues as well. Expenses also increased in the Assessor Department's legal and consuiting fees to handle
increased activity associated with MTT appeals. The Parks and Grounds Department experienced an increase due a one-time
retroactive billing in the amount of $442,418 from the City's Water Department to correct billings from previous years. After
excluding internal expense increases from other City funds, the net increase was $360,724 or 2.8% over the prior year.

The fund balances in all other City governmental funds increased by $1,098,001, from $22,633,048 to $23,731,049, an increase of
4.9%. With the exception of a decrease in tax revenues of $460,632 (primarily attributable to the expiration of the library expansion debt
millage), the revenues of the other City governmental funds increased by only $18,806 over the 2006 fiscal year. The Police fund with
revenues of $13,748,509 and the Fire fund with revenues of $3,922,861 accounted for 83.0% of the other City governmental funds'
revenues.

Expenses in other governmental funds decreased by $718,578 in 2007. All funds had modest increases or decreases in expenses from
the prior year with the exception of the Police, Retiree Health Care, and the Street improvement funds. In 2006, the City established a
Retiree Health Care Trust (RHCT) which reported an expense transfer of approximately $3.4 million from the Retiree Health Care fund.
In the current year, the Retiree Health Care fund has expenses of $1,060,714 or approximately $2.3 million less. Also, several
significant street improvement projects were completed in 2006 resulting in expenses of $3,142,396 which were $2.1 million greater than
the $1,017,019 of expenses incurred in 2007. The Police fund expenses in 2007 of $13,681,826 increased by $3,665,513. The
majority of this increase was due to a one-time additional contribution to the Retiree Health Care Trust of $2.8 million. The Police fund
also includes expenses of approximately $294,000 related to retroactive pay due to a new bargaining unit agreement for Patrol and
Service Officers.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

Proprietary Funds. The City of Auburn Hill's proprietary funds provide the same type of information found in"the business-type
activities portion of the government-wide financial statements.

Unrestricted net assets in the proprietary funds increased a total of $1,039,772.

The Water fund incurred an operating loss in the amount of $1,535,341 while the Sewer fund had operating income of $440,873. The
Water fund's operating loss is the result of service charges for water not covering the direct operating costs of providing the services.
The Water fund's total change in net assets was improved to a loss of $1,086,653 with additional revenues from non-operating sources
and non-cash capital contributions from developers in 2007. Fieldstone Golf Club had an operating loss of $58,174.

General Fund Budgetary Highlights

The General fund exceeded its 2007 revenue budget by $1,871,631 or 13.3%. The General Fund's departments were unfavorable to
their collective budgets by $88,291 or .6%. The actual expenses exceeded budget due to an unbudgeted property acquisition for
approximately $196,300 and an unbudgeted correction in the City's water billings to the Parks and Grounds Department of $442,000 for
several prior years.

Capital Asset and Debt Administration

Capital Assets. The City of Auburn Hills’ investment in capital assets for its governmental and business type activities as of December
31, 2007, amounts to $121,942,242 (net of accumulated depreciation and related debt). This investment in capital assets includes
water and sewer mains, office furniture and equipment, machinery and equipment, vehicles, buildings and improvements, roads, and
storm drains.

Additional information regarding the City’s capital assets can be found on Note E in Exhibit A-14 of this report.

Long-Term Debt. At the end of the current fiscal year, the City of Auburn Hills had total debt outstanding of $20,153,425. The issues
included $575,000 of general obligation limited tax bond issues and $3,258,425 of MTT property tax appeals.

Total indebtedness of the City decreased $364,582 from $20,518,007 to $20,153,425. This decrease resulted from principal payments
of $1,410,000 on outstanding bonds and other installment loans and a net increase in the MTT property tax appeals of $1,045,418.
There was no new debt issued by the City in 2007.

The City has an A+ and A rating from Standard & Poor's Corporation and an A1 and A2 rating from Moody's Investors Service on
general obligations uniimited tax bond issues and on issues with tax limitations, respectively.

The City debt limit, as defined by statute, is ten percent (10%) of equalized property values or $284,981,310. Total City long-term debt
was $20,153,425 at December 31, 2007. Of this amount, $12,745,000 is subject to the debt limit. The City is currently utilizing only
4.5% of its total debt capacity per state statute.

Additional information on the City of Auburn Hills' long-term debt can be found on Note F of Exhibit A-14 of this report.

Economic Factors and Next Year's Budgets and Rates
The City expects to see reduced funding from the State of Michigan due to continuing budget problems at the State ievel.

The City continues to experience increases in the cost of pension contributions and medical insurance rates due to a higher number of
participants and the increasing costs of medical care respectively. These factors were considered in the 2008 budget process as well
as in negotiations with union bargaining groups of the City.

The approved 2008 City of Auburn Hills budget projected the General fund balance to decrease by $1,651,408 in 2008.

Request for Information

This financial report is designed to provide a general overview of the City of Auburn Hilis' finances for all those with an interest in the
government's finances. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Finance Department, City of Aubum Hills, 1827 N. Squirrel Rd., Auburn Hills, Michigan 48326.
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GOVERNMENT-WIDE STATEMENT OF NET ASSETS

DECEMBER 31, 2007
CITY OF AUBURN HILLS Exhibit A-1
Governmental Business-Type Component
Activities Activities Total Units
ASSETS
Cash and investments (Notes C and M)........... $ 35,909,512 $ 19,466,220 $ 55,375,732 19,176,934
Receivables:
Due from other governmental units............ 955,882 87,111 1,042,993
TAXES. e ireeiiirieirieiaen et reeeerrn e raraenens 21,473,530 21,473,530 5,094,273
ACCOUNES...c.uciriiieeiie it 610,381 1,870,408 2,480,789
Special Assessments........ccoeeveiieniennineee, 4,102,957 1,330 4,104,287
Accrued interest..........cceeeeeninnle e 58,222 56,455 114,677 4,603
Prepayments..........cccvererereersenenicreccnesnnnsisneenees 19,987 19,987
INVENtONIES. ... oiieii e 158,136 158,136
Capital assets (net of accumulated
depreciation Notes E and M)
Depreciable assets:
Water and sewermains...........c..oceveennenss 48,986,655 48,986,655
Office furniture & equipment..................... 36,347 36,347 150,631
Machinery & equipment...........ccccceeieniennees 912,649 431,112 1,343,761
VehiCles. ... oovmune e e eees 1,122,735 385,120 1,507,855
Buildings & improvements.........c....cccc...... 12,118,785 7,817,715 19,936,500 18,172,870
ROAdS....cceniiiieiriccceicc e e 46,685,970 46,685,970 16,919,114
Storm drainS......cooviinieeeeeici s 5,176,115 5,176,115
Land Improvements..........cccocvevenveiencennn. 1,815,431
Non-depreciable assets:
Land....coooeerrieinieer e 5,212,971 8,403,717 13,616,688 7,460,866
Construction in progress...........ccceccevvveennns 880,448
Unamortized discount & issuance costs........... 1,547,351 1,547,351
Pension Asset (Note I).........c.ccooiieeieniiianees 3,628,420 3,628,420
TOTAL ASSETS 138,024,463 89,211,330 227,235,793 69,675,170
LIABILITIES
Accounts Payable............ccc.coviiiiiiniiciinnnnns 1,442 833 2,846,989 4,289,822 77,963
Accrued payroll and other liabilities................. 376,003 376,003
Retainages payable............cccooiiiiciiiiinnianne 69,169 69,169 90,620
Due to other govermmental units..................... 25 25 4,368,583
Deposits payable........coooevciiiiiinininine 1,397,795 1,397,795
Unearned revenue (Note D).........cc.cceeevennnene. 21,473,530 21,473,530 5,095,873
Accrued interest payable.........c..cccoeeiiininnnes 60,394 60,394
Other liabilities..........ccocovniieiivniiiieen e 379,237 379,237
Non-current liabilities:
Current portion of long-term debt (Note F)... 550,000 790,000 1,340,000
Long-term debt (net of current
portion) (Note F and Note M)................ 7,433,425 11,380,000 18,813,425 2,063,993
Compensated Absences........c..c.cceveunnne 1,514,258 106,247 1,620,505
TOTAL LIABILITIES 34,317,432 15,502,473 49,819,905 11,697,032
NET ASSETS
Invested in cap. assets (net of related debt)...... 66,540,572 55,401,670 121,942,242 43,336,830
Restricted assets (Note B)
Police Fund.........ccoiiiviiiiiiiici e e 18,033,265 18,033,265
Brown Road Special Assessment Fund...... 4,380,448 4,380,448
Otherfunds........cociiiiiiiiiinii e, 3,363,173 3,363,173 14,641,308
Unrestricted...........cooeeiiiiivcccn e 11,389,573 18,307,187 29,696,760

TOTAL NET ASSETS

$ 103,707,031

$ 73,708,857

$ 177,415,888

$ 57,978,138

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit A-2
Capital
Operating Grants
Charges for Grants and and
Functions/Programs Expenses Services Contributions  Contributions
Primary government;
Governmental activities:
Legislative.......cuuuureiieiiiciia e e $ 268,232 $ $ $
Management and planning........c..ccovveieiiiiiiceiiceennenns 3,476,100 69,930
Public safety.......oeum e e 15,573,656 744,577 12,402
Streets, highways, & public improvements..................... 4,725,242 1,365,770
Community and economic development..............c......... 4,401,313 1,162,546 177,205
General SUPPOM......cccoviririereeeneerneeetreeenenerreaeaanas 2,741,139
Interest on long-termdebt.........c..cviiiiiiniiiii 329,491
Total Governmental Activities 31,515,173 1,977,053 1,555,377 0
Business-type activities:
1 1= U PPNt 6,302,403 4,802,720 242,645
B U 5,295,165 5,429,292 306,746 424,706
Fieldstone Golf Club........eeeeueiiiiiieeiee e eeee, 2,582,591 1,920,219
Total Business-Type Activities 14,180,159 12,152,231 306,746 667,351

Total Primary Government $§ 45695332 § 14,129,284 § 1,862,123 $ 667,351

Component units:

TIFABS-A. .o et $ 658,493
TIFABS-B....ooriiniiii st ea 109,361
TIFABG-D...oeeiie et e 656,744
Brownfield AUthOFity.........vviriiiiic e 494,029
Economic Development Corporation...............cceeeueenee. 0
Total Component Units $ 1918627 $ 0 3 0 $ 0

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Business-

Governmental Type Component
Activities Activities Total Units
$ (268,232) $ (268,232)
(3,406,170) (3,406,170)
(14,816,677) (14,816,677)
(3,359,472) (3,359,472)
(3,061,562) (3,061,562)
(2,741,139) (2,741,139)
(329,491) (329,491)
(27,982,743) (27,982,743)
$ (1,257,038) (1,257,038)
865,579 865,579
(662,372) (662,372)
_ _ o 0 (1,053,831) _ (1,053,831) .
(27,982,743) (1,053,831) (29,036,574)
$ (658,493)
(109,361)
(656,744)
(494,029)
0
0 0 0 (1,918,627)
General Revenues:
TAKES. .euineeeenrnnrenernernernrenarenaesiesserrarensaeens 20,379,915 500,325 20,880,240 7,097,580
State shared revenues........cc.coveveeveieiiinn.. 1,677,479 1,577,479
Use of money and investments...................... 2,955,106 857,019 3,812,125 782,762
Other general revenues:
Franchise fees.......cccovevveviiiinienieenecreeann, 238,064 238,064
Cellularlease.......covceeeveeiiiiriiennrciceieneenns 87,876 87,876
Other revenues..............cceevveeeeeinreennennnn. 2,239,215 550,588 2,789,803
Estimated Michigan tax tribunal expenses........... (212,623)
Transfers........veciinirirceee it 99,264 (99,264) 0
Total General Revenues and Transfers 27,576,919 1,808,668 29,385,587 7,667,719
Change innet assets............ccccceeevnencennnenn. (405,824) 754,837 349,013 5,749,092
Net assets-beginning Balance...................... 104,112,855 72,954,020 177,066,875 52,229,046
Net Assets-ending..........ccooeemereeverreiremeenessnne $ 103,707,031 $ 73,708,857 $ 177,415,888 $ 57,978,138
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BALANCE SHEET-GOVERNMENTAL FUNDS

DECEMBER 31, 2007
CITY OF AUBURN HILLS Exhibit A-3
Major Local Street
General Streets Streets Improvement
ASSETS
Cash and investments (Note C)........................ $ 8,761,286 % 712,382 § 489,151 $ 348,407
Receivables:
Due from other governmental units................. 539,194 136,472 43,257
I V. T 5,455,608
Due from other funds (Note G)....................... 250,000
Accrued INterest.........ovcveveveiieiiniiiiiiinieininenss 5,034
ACCOUNES....uiviiieiiii e eeeeeeas 112,737
Special ASSESSMENtS.......covvviieieiiiieiieenenns 50,787
Prepaids........cccoeeevieieeeeecrccece e 19,987

TOTALASSETS §$ 15194633 § 848,854 § 532,408 % 348,407

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts Payable............cccceeciviniiiiiiinnnnn.n. $ 809,377 % 166,763 $ 15,519 § 30,557
Accrued payroll and other liabilities................. 106,392 10,256 6,410
Retainages Payable........ S 1,620 67,549
Due to other governmental units.....................
Due to other funds (Note G)..........cccivennn. 579,786 20,945 18,699
- Deposits payable...........ccooeviieiiiiiiiiiiinnnn.e. 772,626 246,309 255,996
Deferred revenue (Note D)......cccccovvveninieanss 5,544,359
TOTAL LIABILITIES 7,812,540 444,273 298,244 98,106
FUND BALANCES
Fund balances-Reserved for:
Prepayments.........coovvveieiiieciniiiiicinne 19,987
Fund balances-Unreserved:
Undesignated:
Reported in general fund......................... 7,362,106
Reported in special revenue funds............ 404,581 234,164
Reported in debt service funds.................
Reported in capital project funds............... 250,301
TOTAL FUND BALANCES 7,382,093 404,581 234,164 250,301

TOTAL LIABILITIES AND FUND BALANCES $ 15,194633 $ 848,854 $ 532,408 $ 348,407

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Brown Road . Total
Debt - Special Non-Major Governmental

Police Fire Assessment Funds Funds
$ 18,945,309 2,900,239 §$ 328,278 $ 2,053,414 $ 34,538,466
236,959 955,882
12,377,647 3,640,275 21,473,530
27,067 277,067
53,188 58,222
154,792 12,516 78,805 358,850
4,052,170 4,102,957
19,987
$ 31,530,936 6,653,030 §$ 4,380,448 $ 2,396,245 $ 61,784,961
$ 175,452 30,379 $ 94,700 $ 1,322,747
183,533 64,323 1,439 372,353
69,169
25 25
682,235 195,504 15,788 1,512,957
7,304 115,560 1,397,795
12,456,427 3,650,891 $ 4,052,170 292,926 25,996,773
13,497,672 3,948,401 4,052,170 520,413 30,671,819
19,987
7,362,106
18,033,265 2,604,628 1,434,094 22,710,732
328,278 328,278
441,738 692,039
18,033,265 2,604,628 328,278 1,875,832 31,113,142
$ 31,530,937 6,653,029 $§ 4380448 § 2,396,245 $ 61,784,961
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO

THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

DECEMBER 31, 2007

CITY OF AUBURN HILLS

Exhibit A-4

Total fund balances of governmental funds (See Exhibit A-3)

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Office furniture & equipment.............ooiiiiiiiiii e
Machinery & equipment..........ccoiieiiioiiiiiie e e
721311 L= U
Buildings & improvements...........c.cooiiiiiiiiiiii e
Land & improvements. ..........cooeiiiiiiiim i e
Y (=T = PP
StOrmM drains.....ccovieieei e e

Allocation of Internal Service Funds to Governmental activities:
Fieet Management (exclusive of Fleet Management capital assets)....
Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds.
Governmental obligation loans payable..............ccoceieiiiiiiiininnens

Accrued interest payable.........ccooveviiiiiiiiiii e
TaX tribUNAl CASES. ... iniieieiiirrieieeier et eeereainrense e v eneaenesennas

Other long-term assets are not available to pay for current period
expenditures and therefore are not reported in the funds.

Special assessments receivable...........c.c.coiiiiiiiii i e
Accounts receivable - abatement recoveries ...........cooveiiiiiiiiiineenns.
Police and Fire Departments receivables for fines and services ........
Grant receivables...........ccoiiuiiei e

Record Pension ASSel.......cociiiiiiiii it e esr st ren e e e e eaeas

$

36,347
912,649
1,122,735
12,118,785
5,212,971
46,685,970
5,176,115

(4,725,000)
(60,394)

(3,258,425)

Net assets of governmental activities

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement

$ 31,113,142

71,265,572

1,220,474

(8,043,819)

4,623,242
3,628,420

$ 103,707,031
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STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND

BALANCES-GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit A-5
Major Local
General Streets Streets
REVENUE
Property taxes. ... .o iiiiiiaii s $ 6,142,851
Special assesSMENtS..........covvvveerneeeeeriiiveeeieeieneaennn,
Licenses and permits...........ccccieiiciiiiiiininninineeennen 584,948
Charges for SErVICES........vuvveveiiieriiiiie e eeeeeeenaas 590,061
Fines and forfeitures.............ccocoiiiiiiiinineei e,
Federal SOUrCES. ........ccciiiiviiiiieirinieeiie e,
St SOUMCES.. .. vvieieiieiiieee e ter e ernea e 1,688,646 $ 938,763 $ 286,909
Use of money and property.......c..oveuvivinieineeirienenannnns 1,781,277 37,907 20,268
Administrative and interfund charges.........c...c............. 4,251,468
OFhEr. e e 920,907 15,914
TOTAL REVENUE 15,960,158 976,670 323,091
EXPENDITURES
Current operations:
Legistative......coiieiieiii e 268,232
Management and planning.............c..coooiiiii 4,680,094
Public safety..........ccoaiiiiiiiic e
Streets, highways, & public improvements.................. 366,250 999,893 987,078
Community and economic development..................... 2,423,002
General SUPPOTt.......coeviuireiiiii e 3,315,791
Capital outlay.........ccoeeveniiiiiri e 497,261
Debt service:
MTT refunds........oooiimiii e, 56,983
Principal payments........cco.ccvviiiiriiiiiinee e
Interest. ..o e
TOTAL EXPENDITURES 11,607,613 999,893 987,078
REVENUE OVER (UNDER) EXPENDITURES 4,352,545 (23,223) (663,987)
OTHER FINANCING SOURCES (USES)
General fund transfers.........ccoeevvieiiiiiiiieeee s (2,760,684) 300,000 900,000
Transfers out to other funds.........ccoveiiiiiiiiiicinrneneen (65,052)
TOTAL OTHER FINANCING SOURCES (USES) (2,760,684) 234,948 900,000
REVENUE AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER USES 1,591,861 211,725 236,013
Fund balance at beginning of year.............ccecevvviennnans 5,790,232 192,856 (1,849)
FUND BALANCE AT END OF YEAR $ 7,382,093 $ 404,581 $ 234 164

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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$

Brown Road Total
Street Debt - Special Non-Major Governmental
Improvement Police Fire Assessment Funds Funds
$ 11,996,088 $ 3,528,049 $ 188 § 21,667,176
$ 539,830 539,830
11,000 595,948
528,867 215,321 1,080,021 2,414,270
173,528 173,528
66,038 66,038
57,770 153,711 3,125,799
23,247 961,175 155,221 293,559 98,922 3,371,576
4,251,468
20,081 24,270 55,477 1,036,649
23,247 13,748,509 3,922,861 833,389 1,454,357 37,242,282
4,911 273,143
419,346 5,099,440
13,458,919 3,593,220 635,171 17,687,310
275 260,149 2,613,645
212,242 2,635,244
49,503 3,365,294
1,017,019 59,196 4,618 325,734 1,903,828
163,711 48,147 4,816 273,657
475,000 50,000 525,000
240,500 34,625 275,125
1,017,019 13,681,826 3,645,985 715,775 1,996,497 34,651,686
(993,772) 66,683 276,876 117,614 (542,140) 2,590,596
1,250,000 475,000 164,316
(65,052)
1,250,000 475,000 99,264
256,228 66,683 276,876 117,614 (67,140) 2,689,860
(5,927) 17,966,582 2,327,752 210,664 1,942,972 28,423,282
250,301 $ 18033265 § 2,604,628 $ 328,278 $ 1875832 § 31,113,142
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit A-6

Net change in fund balance-total governmental funds (See Exhibit A-5) $ 2,689,860

Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report capital outlay as expenditures. However, in the Statement
of Activities the cost of assets is allocated over their useful lives and reported as
depreciation expense. Details of the adjustments are:

Capital outlay (less Interna! Service additions of $812,492)........ccccuuiiiiiiiiiiiiiiere e 1,902,206

Depreciation expense (less Internal Service depreciation expense of $431,538)........c.ocovevemuieenannn (2,669,492)
The payment of principal on long-term debt consumes current financial resources of the

of the governmental funds. However, on the Statement of Net Assets, repayment of

principal is recorded as a reduction to long-term debt payable and does not have
any effect on net assets.

Long-term debt principal repayment 525,000

Change in interest expense on debt (54,366)
The activities of the internal service funds are considered part of the governmental

activities on the Government-Wide Statements but are not reported in the

governmental fUNAS....... ..o e ettt n e e 283,299

" Increase in liability for the MTT APPEAIS.........c.eceeeieeeeeieeirieeeeieeee e ieieeeeeeeeeseieeseesie e earnnreeeeeneanes (1,045,418)

Revenues in the statement of activities that do not provide current financial resources (deferred

revenues) are not reported as revenues in the funds.............ooieiiiiiiiin i (1,863,773)
Pension asset change reported in the Statement of Activates does not provide current

financial resources and therefore is not reported as in the governmental funds........c.c.ccccoceeevannnee. (173,140)

Change in net assets of governmental activities  $ (405,824)

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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STATEMENT OF NET ASSETS -- PROPRIETARY FUNDS
DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit A-7

Enterprise Funds

Water Sewer
ASSETS
CURRENT ASSETS
Cash and investments (NOtE C)........vuriiuiiiniiiiii e e eeaes 3 18,663,061
Receivables:
ACCOUNES....uineeeeieieeiie e eeaans $ 1,099,740 770,668
Special assessments 665 665
DUE TTOM St ..o e e et et an et aa s 87,111
Due from other funds (NOtE G)...coninieieiiieeee et e e eaens 563,816 1,700,170
ACCIUBA INTEIESE. . e e e e e e e e e e e e et anees 56,455
Y=Y g1 o 1= PP 113,127
TOTAL CURRENT ASSETS 1,777,348 21,278,130
LAND, BUILDINGS AND EQUIPMENT
Water and SEWET MaINS. ... cuuiieiieirreit i ttaea e eiaeiareereeenieaeeneraerreransnrasssanrenreneanneren 29,508,820 31,199,664
Land and imProVEmMENTS. .......oici ittt ia e er e e se e s e s esenennenannns 6,221
L= T 111 PN 2,240,710
VEIICIES. ..ttt ettt ee et v s e s e e e b s a e e e e rnn e ranns
Other eQUIPMENE...... vt et ree et e et s erss e e s o s e rnaneneasanans 2,250,859 211,660
TOTAL CAPITAL ASSETS 34,000,389 31,417,545
Less: Allowance for depreCiation........cc.oe i iiiiriiiii ettt e e e e ea 6,607,747 7,393,789
TOTAL CAPITAL ASSETS NET OF DEPRECIATION 27,392,642 24,023,756
Other non-current assets - unamortized discount & bond issuance costs..............c.cco...e.n.
TOTAL FOR NON-CURRENT ASSETS 27,392,642 24,023,756
TOTAL ASSETS 29,169,990 45,301,886
CURRENT LIABILITIES
Current portion of [oNG-term debl..........ccociiire et r e seeeesenns
ACCOUNES PAYADIE......c.eiiiriri ettt sttt e s e s s st nsanenaeneeneen 1,725,119 1,008,636
Due to other funds (Note G).. 61,052 15,833
Other HabIlIfIES. ... eeeeueeeeceeeriercrr et reressaee e sre st b e et e et e s s s e seseesssesnnssarassneernensenssassanns 15,689 12,037
TOTAL CURRENT LIABILITIES 1,801,860 1,036,506
LONG TERM DEBT-Net of current portion..........c.ceveeeeeeceviecverereeecssereerseseasesenssasssessssssenns
TOTAL LIABILITIES 1,801,860 1,036,506
NET ASSETS:
Invested in capital assets net of related debt............ccoooeiiiiiiiiiii e, 27,392,642 24,023,756
(8T e (= N (24,512) 20,241,624
TOTAL NET ASSETS $ 27,368,130 $ 44,265,380

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Enterprise Funds

Fieldstone Internal
Golf Club Total Service
$ 289,346 $ 18,952,407 $ 1,884,860
1,870,408
1,330
87,111
2,263,986 1,620,505
56,455
45,008 158,135
334,354 23,389,832 3,505,365
60,708,484
8,397,496 8,403,717
7,880,085 10,120,795
4,179,303
22,510 2,485,029 1,049,219
16,300,091 81,718,025 5,228,522
2,154,924 16,156,460 3,530,958
14,145,167 65,561,565 1,697,564
1,547,351 1,547,351
15,692,518 67,108,916
16,026,872 90,498,748 5,202,929
790,000 790,000
68,231 2,801,986 165,091
2,534,821 2,611,706 36,895
98,614 126,340 1,625,521
3,491,666 6,330,032 1,827,507
11,380,000 11,380,000
14,871,666 17,710,032 1,827,507
3,522,518 54,938,916 1,697,564
(2,367,312) 17,849,800 1,677,858
$ 1,155,206 72,788,716 $ 3,375,422
Amounts reported for business-type activities in the
statement of net assets are different because:
Allocation of internal service fund (Fleet Management
fund) to business-type activities................cc...ooiiiienn 920,140
Net assets of business-type activities $ 73,708,856
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN

FUND NET ASSETS -- PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS

Exhibit A-8

OPERATING REVENUE
Water Charges......c..i i ettt ria e
=T g 4 = T o = PR PTPPTON
Hydrant and equipment rental......... ..o e
Water connection Charges.........cocouiiiiiiiiiiiii ittt ren e enneas
BT € 141 £ S O PP
Vehicle rental fees.......c.coeeiiiiiiiiiiiiicirceneic e
Green fEeS... vttt e
Practice range fEes. .. ..ovuuiiii i e e e
Merchandise Sales........coouviiiiiiiii e e
FOOd & beverage Sales.......c.viveniiiii ittt crees e e e e rr e e v e e s erean
Other operating income

TOTAL OPERATING REVENUE

OPERATING EXPENSES

Salaries AN WAGES. ......covvueiveieiieeieieiieeteeeresartessestreatrnraaesseaarsesareanasnnrnraanen
[ 13 Te Lol 1= 1= 1 S
SUPPHES. . e et iteeiireeriii ittt eera e enre b e st s e et se e e tnneeasertaeaaeaeneranansanroraran
CoNtracted SEIVICES. . .. iiivueeieriieiiieii it ee s cat e e e ren e s ae s s e racnssranertnses
Other operating EXPENSES. ......cciiiiereirerierierrrsenreeraeereeearesetneaesesasrerameransensrenns
AdmiNIStrative Charges.........ooci i et a e eas
Cost of water and sewage disposal...........cc.oeiiiiiiiiiiiiiic e
Depreciation and amortization..............ccooiiiiiiiiii s
TOTAL OPERATING EXPENSES

TOTAL OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)
INtErest BAMEM. .. ... vt ir e et e e et e ieere et s annranesasesnsansssnsannrnaranan
INtErESt EXPENSE. ... it ieciiin it r e st e cacaarseenrarenens e aasnseaaaasnnnnrrncns
P OP I XS, .ottt ettt e e et e e re st e et s e et anaaraaanas
(0] (1= 1 Teo] 1 1T YO P U PO UUP PPN
TOTAL NONOPERATING REVENUE (EXPENSE)
INCOME (LOSS) BEFORE OPERATING TRANSFERS & CAPITAL CONTRIBUTIONS

CAPITAL CONTRIBUTIONS

Capital and lateral Charges..........cc..oieuvvreiceiriniceiareiierirrreieeereneeeranrereassanenans
Developer ContribUtIONS. ... ...oviiiieiiiie e e e ee s e sre e e e eean s
TOTAL CAPITAL CONTRIBUTIONS
LOSS BEFORE OPERATING TRANSFERS

OPERATING TRANSFERS
L= LT =T e T (o 1F L TS
TOTAL OPERATING TRANSFERS
CHANGE IN NET ASSETS
Net assets-beginning of year-...........oeioiriioiiii e
NET ASSETS AT END OF YEAR

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement

Enterprise Funds

Water

$ 4,370,432

Sewer

$ 3,941,151

183,073
70,043
306,746
179,172 1,488,141
4,802,720 5,736,038
387,655 127,444
252,059 70,247
101,341 18,357
453,825 238,741
341,465 581,452
685,367 617,970
3,377,885 3,046,526
738,464 594,428
6,338,061 5,295,165
(1,535,341) 440,873
22,918 781,274
183,125 183,125
206,043 964,399
(1,329,298) 1,405,272
83,040 371,100
159,605 53,606
242,645 424,706
(1,086,653) 1,829,978
1,332,526 (2,003,158)
1,332,526 (2,003,158)
245,873 (173,180)
27,122,257 44,438,560

$ 27,368,130

$ 44,265,380
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Enterprise Funds

Fieldstone Internal
Golf Club Total Service
$ 4,370,432
3,941,151
183,073 1,224,731
70,043
306,746
725,415
$ 1,272,911 1,272,911
65,025 65,025
111,974 111,974
466,298 466,298
4,011 1,671,324 153,070
1,920,219 12,458,977 2,103,216
390,642 905,741 328,022
107,388 429,694 157,312
26,588 146,286 418,613
584,355 1,276,921 118,759
435,418 1,358,335 356,443
1,303,337
6,424,411
434,002 1,766,894 593,261
1,978,393 13,611,619 1,972,410
(58,174) (1,152,642) 130,806
24,688 828,880 103,226
(604,198) (604,198)
500,325 500,325
141,967 508,217 155,433
62,782 1,233,224 258,659
4,608 80,582 389,465
454,140
213,211
0 667,351 0
4,608 747,933 389,465
571,368 (99,264) 0
571,368 (99,264) 0
575,976 648,669 389,465
579,230 2,985,957
$ 1,155,206 3,375,422
...................... 106,168
Change in net assets of business-type activities $ 754,837

Amounts reported for business-type activities in the statement of
activities are different because the business-type activities of the
internal service fund have been added to these activities
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STATEMENT OF CASH FLOWS -- PROPRIETARY FUNDS
DECEMBER 31, 2007

CITY OF AUBURN HILLS

Exhibit A-9

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from CUSIOMETS.......cccuieiiiiicieec e er e e e e e ane e e e s e sne e sraenesnnssns
Cash payments for goods and SEIVICES..........oceeuieroreer ettt rrce e e es e see s nean
Cash payments t0 EMPIOYEES....c....ccririeienieence ettt et e erreessane s e sreseressesesestaranesanes
Other operating expenses
Other 0perating INCOME..........occeiiireceee ettt et eaeas b e s cne e se e e eraee e eresaneneeeeenne
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL
) FINANCING ACTIVITIES
Operating transfers iNJ(OUL) ........o.c et n e st ee e s ae e

Other NONOPErating FECEIPES. .......ooc ittt s res s e s re st s e e e e s st sae s bmsaens
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Principal paid on [ong term debl.......c..co i
Interest paid on long term debt
Capital and [ateral Charges........coov i e et e e s e e e e eas s e ae s era s nees

Purchase of Capital @SSELS.......couieiviieniierirrec ettt e e seesssre e e rere s s s s ee s e e nennear s e tensaen
NET CASH PROVIDED BY (USED IN) CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received ON INVESIMENTS. ... ...t cee e saee s e e e e s
NET CASH PROVIDED BY INVESTING ACTIVITIES

Net increase (decrease) in cash and cash equivalents..............ccceviiiiiirininn e
Cash and cash equivalents-Beginning Of YEaI........ccccvcvirvmiiiieriecrecrcre e e st ae s s

Cash and cash equivalents-end Of YEar...........o oottt eseee e

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Operating iNCOME {JOSS). . «. . eu et e ettt et e e ee er e eeaeereean s ereeaens

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Depreciation and amortization @Xpense. ...........ooiiiiiii i e
Decrease (increase) in due from other funds........ ... e
Decrease (increase) in accounts receivable....... ...
Decrease (increase) in special assessments receivable. ...........ccoooiiiiiiiiiiiiiiiiiiri s
Decrease (iNCrease) iN INVENTOTY. ..ot ie e e e er et erae e e s en e s s s aaenraes
Increase (decrease) in accounts payable. ........ccoovv i e
Increase (decrease) in due to other funds............coevriiiiiiii i
Increase (decrease) in accrued payroll and other liabilities. .............cooeenieiiiriiiieaee

Total AdJUSIMENES. ... cenii i ettt et e r e e e s e ee rece e rer e s eneren e aen

Net cash provided by (used in) operating activities. ...........ccoeoriiiirii e

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:

During the year ended December 31, 2007, developers contributed $213,211 of mains to the City, of which $159,605 were

water mains while the remaining $53,606 were sewer mains.

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement

Enterprise Funds

Water Sewer
$ 3,956,471 3,972,605
(4,176,078) (3,282,117)
(706,458) (283,063)
(1,108,092) (1,199,421)
432,286 1,794,887
(1,601,871) 1,002,891
1,332,526 (2,003,158)
342,730 236,731
1,675,256 (1,766,427)
83,040 371,100
(179,343) (271,872)
(96,303) 99,228
22,918 755,143
22,918 755,143
0 90,835
0 18,572,226

$ 0 18,663,061
$ (1,535,341) 440,873
738,464 594,428
(419,534) 29,471
5,573 1,983
(81,261) 0
(243,027) 21,508
(3,124) (95,144)
(63,621) 9,772
(66,530) 562,018

$ (1,601,871) 1,002,891

26



Enterprise Funds

Fieldstone
Golf Internal
Club Total Service
1,916,208 $ 9,845,284 $ 1,950,146
(684,848) (8,143,043) (419,222)
(493,385) (1,482,906) (331,215)
(445,521) (2,753,034) (356,443)
4,011 2,231,184
296,465 (302,515) 843,266
821,368 150,736
488,253 1,067,714 155,433
1,309,621 1,218,450 155,433
(885,000) (885,000)
(610,468) (610,468)
454,140
(451,215) (1,113,091)
(1,495,468) (1,492,543) (1,113,091)
24,688 802,749 103,226
24,688 802,749 103,226
135,306 226,141 (11,166)
0 18,572,226 1,896,026
135,306 $ 18,798,367 $ 1,884,860
(58,174} $ (1,152,642) $ 130,806
434,002 1,766,894 593,261
(153,070)
(390,063)
7,556
(10,103) (91,364)
(73,906) (295,425) 118,150
(98,268) 1,046
4,646 (49,203) 163,073
354,639 850,127 712,460
296,465 $ (302,515) $ 843,266
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STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
DECEMBER 31, 2007
CITY OF AUBURN HILLS Exhibit A-10
Retiree Pension
Agency Health Care Trust
Fund Trust Fund Fund
ASSETS
Cash (NOtE C)...oocvvriereriereieee e cneeereesesseniesesesressneecraesesaesssenan $ 21682531 $ 329,932 668,020
Receivables:
Accrued interest and dividends.......c.c.oooiiiiiiiiecinin 10,816 2,718
Investments at fair value:
Mutual funds. ... e e 6,572,957 28,639,326
TOTAL ASSETS 21,682,531 6,913,705 29,310,064
LIABILITIES
Undistributed fax collections........ocveeeeeiiiieciceecccieenie e, 21,682,531
TOTAL LIABILITIES 21,682,531 0 0
NET ASSETS '
Held in trust for pension benefits and other purposes.............. $ 0 $ 6,913,705 29,310,064

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

DECEMBER 31, 2007
CITY OF AUBURN HILLS Exhibit A-11
Retiree Pension
Health Care Trust
Trust Fund Fund
ADDITIONS
Contributions:
EMPIOYET. . ettt e e $ 3,355,000 $ 1,563,587
Plan Members........ccciviriiiin e 241,868
TOTAL CONTRIBUTIONS 3,355,000 1,805,455
investment earnings:
Net increase in fair value of investments.................. 32,770 630,616
[ (=] (=1 AU 77,276 487,593
DIVIENAS. ..o e 297,798 749,668
TOTAL INVESTMENT EARNINGS 407,844 1,867,877
Less: investment eXpenses.....cooeviveeiiiiiiiiciiieiiieninnns (6,135) (106,172)
NET INVESTMENT EARNINGS 401,709 1,761,705
TOTAL ADDITIONS 3,756,709 3,667,160
DEDUCTIONS
Pension benefits........coovvieiieriiei e 1,072,006
TOTAL DEDUCTIONS 0 1,072,006
CHANGE IN NET ASSETS 3,756,709 2,495,154
Net assets-beginning of the year................c....ce. 3,156,996 26,814,910
NET ASSETS-END OF THE YEAR $ 6,913,705 $ 29,310,064

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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STATEMENT OF NET ASSETS -- COMPONENT UNITS
DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit A-12
TIFA 85-A TIFA 85-B
ASSETS
Cash and investments (NOte M)...... ...t ee e erran e e $ 7,184,038 § 5,451,687
Receivables:
A e vneetir ettt et et et e e sttt et st e e s et e sa st en e e anereacataenate b enaan e ranesiereraenrrnsannannns 911,318 1,364,546
ACCTUE INEIES. .. eeeree ettt e e et e e eaee e e et e e e e et r et aee e eteenmaaaeeeraeeenannns 2,946 1,657
= 1 Fo N (o (=Y ) T PPN 5,443,655
Land Improvements (NOte M).........ouriienriiii et er e e v ae e 1,488,191 296,948
Buildings & Improvements (Note M)........cccoieeiiiii e, e
Office Equipment and FUINIUIE. ...........ooiiii et e v e e
Construction in progress (Note M).......oor ettt e e ssesee e 74,311
Roads and other infrastructure (Note M)..........cooiiiiiiiii e e e ee e 14,249,358 1,852,205
TOTAL ASSETS 29,279,506 9,041,354

LIABILITIES AND FUND EQUITY

LIABILITIES
Accounts payable. ... .. e 3,733 547
Retainages payable. ... e 27,290 18,734
Due to other governmental UNItS.........occevieiiiiiiiiei it e e creeere e e cer e aas 3,240,343 1,094,474
UNBAMEA TEVEINUE. ... .. eeuieeiitieeeiieee e e rneeneetese e eeaenensneeaennsanarasasnsraeenstaeenrnennns 911,318 1,364,546
Long-term debt (NOte M).......couiriiiiie e ee e e 74,749 295,349
TOTAL LIABILITIES 4,257,433 2,773,650
NET ASSETS
Investment in capital assets-net of related debt...............ooviiiiiin 21,106,455 1,928,115
Restricted fOr Programs.......c.oov it e rae e e eae 3,915,618 4,339,589

TOTALNETASSETS § 25,022,073 § 6,267,704

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Economic

Brownfield Development

TIFA 86-D Authority Corporation Total
$ 4,810,957 $ 1,720,137 $ 10,115 $ 19,176,934
2,253,129 565,280 5,094,273
4,603
2,017,211 7,460,866
30,292 1,815,431
18,172,870 18,172,870
150,631 150,631
806,137 - 880,448
817,551 16,919,114
29,058,778 2,285,417 10,115 69,675,170
73,683 77,963
44,596 90,620
33,766 4,368,583
2,253,129 565,280 1,600 5,095,873
1,692,432 1,463 2,063,993
4,097,606 566,743 1,600 11,697,032
20,302,260 43,336,830
4,658,912 1,718,674 8,515 14,641,308
$ 24,961,172 $ 1,718,674 $ 8,515 $ 57,978,138
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STATEMENT OF ACTIVITIES
COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS

Exhibit A-13

Program Revenues

Operating
Charges for Grants and
Expenses Services Contributions
COMPONENT UNITS )
TIFA BS-A . ittt e ee e e et et et ee e e e e e e aras $ 658,493
TIFA BS-B....coeniiiiei ettt e et e e e 109,361
TIFA BB-D...ceeniiniiniie ittt et e e e e et ee e e eebe s e e eens 656,744
Brownfield Authority...........cccoooii i 494,029
Economic Development Corporation..........c.cc.oeeuviiveiiiiiivininnnnnnns
TOTAL COMPONENT UNITS $ 1,918,627 $ 0 $ 0
General revenues
T AKES . et eeiiani ettt ettt e e ra s e eeaa e n e rrenanan
Use of money and property............cocoeuvieiinninnns eereenaanns
Estimated Michigan tax tribunal expenses.............ccoeeeenent

Net assets - beginning

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement

Total General Revenues

Change in Net Assets

Net Assets -- Ending
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)

Net (Expense) Revenue and Changes in Net Assets

Economic
Brownfield Development
TIFA 85-A TIFA 85-B TIFA 86-D Authority Corporation Total
(658,493) $ (658,493)
$ (109,361) (109,361)
(656,744) (656,744)
$ (494,029) (494,029)
$ 0 0
(658,493) (109,361) (656,744) (494,029) 0 (1,918,627)
1,348,066 $ 2,003,313 $ 2,961,353 $ 784,848 $ 7,097,580
323,679 209,984 186,032 62,501 $ 566 782,762
19,432 161,846 (392,415) (1,486) 0 (212,623)
1,691,177 2,375,143 2,754,970 845,863 566 7,667,719
1,032,684 2,265,782 2,098,226 351,834 566 5,749,092
23,989,389 4,001,922 22,862,946 1,366,840 7,949 52,229,046
25,022,073 $ 6,267,704 $ 24,961,172 $ 1,718,674 $ 8,515 $ 57978138
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NOTES TO THE FINANCIAL STATEMENTS

CITY OF AUBURN HILLS EXHIBIT A-14

NOTE A-DESCRIPTION OF CITY OPERATIONS, REPORTING ENTITY AND FUND TYPES

The City of Auburn Hills was incorporated in 1983 out of the former Pontiac Township. The City covers an area of approximately 17.5 square miles
and provides services to its 19,837 residents (2000 U. S. Census of Population) in many areas including police and fire protection, sfreet
maintenance, water and sewer services, community enrichment and recreation services, as well as other general governmental functions. The City is
governed by an elected, seven-member non-partisan Council. The Council elects one of its members to serve as mayor.

As required by generally accepted accounting principles, these financial statements present the financial position and results of operation of the City
of Auburn Hills (the primary government) and its component units. The component units discussed below are included in the City's reporting entity
because of the significance of their operational or financial relationships with the City.

Blended Component Units:

The Auburn Hills Building Authority is a legally separate entity governed by a five-member Board that is appointed entirely by the City Council.
It is reported as if it was part of the primary government because its primary purpose is to finance and construct the City’s public facilities.

Discretely Presented Component Units:

The following component units are reported within the component unit column in the government-wide financial statements. They are reported
in a separate column to emphasize that they are legally separate from the City.

The Tax Increment Finance Authorities (TIFAs) are governed by a seven-member Board. The Board is appointed by the Mayor and confirmed
by the City Council. The City can significantly influence the operations of the TIFA Board since the City Council approves the TIFA budgets.
The TIFAs were created fo finance infrastructure improvements within certain boundaries of the City.

The Brownfield Authority is governed by a five-member Board. The Board is appointed by the Mayor and confirmed by the City Council.
Since the City Council appoints the Brownfield Authority, the City can significantly influence the operations of the Authority. The five-member
board is comprised of one member of the City Council and four citizens at-large. The Brownfield Authority was created fo provide a means for
financing remediation of Brownfield (environmentally contaminated) sites within the City.

The Economic Development Corporation (EDC) is governed by a nine-member Board. This Board is appointed by the Mayor and confimed
by the City Council. Accordingly, the City can significantly influence the operations of the Economic Development Corporation. The EDC was
created to provide a means and method for the encouragement and assistance of industrial and commercial enterprises in relocating,
purchasing, constructing, improving or expanding within the City. The EDC may issue industrial revenue bonds as a means of providing
financing for certain enterprises.

Although no separate financial statements are prepared for the component units, all financial information can be obtained from the City's
Finance Department.

NOTE B- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Auburn Hills conform to accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The following is a summary of significant accounting policies used by the City of Auburn Hills.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net assets and the statement of activities) report information on all of the non-
fiduciary activities of the primary government and its component units. For the most part, the effect of inter-fund activity has been removed
from these statements. Governmental activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for support. Likewise, the primary government
is reported separately from certain legally separate component units for which the primary government is financially accountable.
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NOTES TO THE FINANCIAL STATEMENTS

CITY OF AUBURN HILLS EXHIBIT A-14

Government-Wide and Fund Financial Statements (continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function, or segment, are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment and
2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes
and other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, fiduciary funds, and the component units even though
the fiduciary fund statements are excluded from the government-wide financial statements. Major individual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financial statements.

Measurement Focus

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.

The govemment-wide financial statements are reported using the economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund, the fiduciary fund and the component unit financial statements. Revenue is recorded when eamed
and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Govemnmental fund financial statements are accounted for using a current financial resources measurement focus and the modified accrual
basis of accounting. Revenue is recognized as soon as it is both measurable and available for use. Revenue is considered to be available if
it is collected within the current period or soon enough thereafter to pay liabilities of the current period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to claims and
judgments, are recorded only when payment is due. For this purpose, the City considers all revenues to be available if they are collected
within 60 days of the end of the fiscal year. The following major revenue sources meet the availability criterion: state-shared revenue, state
gas and weight tax revenue, and interest associated with the current fiscal year. Conversely, special assessments and federal grant
reimbursements will be coliected after the period of availability; receivables have been recorded for these, along with a "deferred revenue”
liability. Revenues which are considered measurable, but not available are recorded as a receivable and deferred revenue.

The City reports the following major governmental Funds:

a. The General Fund is the general operating fund of the City. It is used to account for all financial resources of the City which are not
required to be accounted for in other funds.

b. The Major Streets Fund is used to account for the revenues received from the State of Michigan under Act 51 which are specifically
earmmarked for construction and maintenance of roads designated as major streets in the City.

c. The Local Streets Fund is used to account for the revenues received from the State of Michigan under Act 51 which are specifically
earmarked for construction and maintenance of roads designated as local streets in the City.

d. The Police Fund is used to account for the revenues and expenditures of the City of Aubum Hills Police Department. This fund is
financed primarily through a separate millage specifically for Police services.

e. The Fire Fund is used to account for the revenues and expenditures of the City of Auburn Hills Fire Department. This fund is financed
primarily through a separate millage specifically for Fire services.

f. The Brown Road Special Assessment Fund is used to account for the funding and payment of principal and interest on debt issued in
1999 for the paving of Brown Road adjacent to the Auburn Mile Development. Property tax special assessments are made to the
business in this development.

The Street Improvement Fund is used to account for the revenues specifically designated for street improvement in the City. The fund
is financed primarily through General Fund appropriations.

Proprietary Funds are used to account for City operations which are similar to those often found in the private sector. All proprietary funds are
accounted for on a flow of economic resources measurement focus. With this measurement focus, all assets and all liabilittes associated with
the operation of these funds are included on the balance sheet. Fund equity (i.e. net total assets) is segregated into contributed capital and
retained eamings components. Proprietary fund-type operating statements present increases (i.e. revenues) and decreases (i.e. expenses) in
net total assets.
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Measurement Focus (continued)
The City reports the following major proprietary funds:

a. The Water Fund accounts for the operations of the City's Water Department which provides water services to all residents of the City
on a user charge basis.

b. The Sewer Fund accounts for the operations of the City's Sewer Department which provides sewage disposal services to City
residents on a user charge basis.

c. The Fieldstone Golf Club Fund is used to account for the operations of the City's municipal golf course, Fieldstone Golf Club. This
fund is funded primarily through user fees charged to individuals using these facilities.

Additionally, the City reports the following fund types:

a. Internal Service Funds are used to record the financing of services provided by the City to other departments and funds on a cost
reimbursement basis.

b. Three Fiduciary funds: the Agency, Pension Fund, and Retiree Health Care Trust.

The Agency Fund is used to account for assets held by the City as an agent for other govemments or other funds. Agency funds
are custodial in nature (assets equal liabilities) and do not involve the measurement or results of operations.

Beginning in 2004, the Pension Fund was changed over from a third party managed activity to a City held and controlied trust.
There is a Pension Board made up of nine members that administer the Pension Plan. The Pension trust holds the resources for
the members and beneficiaries of the defined benefit pension plan. There are no restrictions on the assets to pay any particular
member or beneficiary of either fund.

Beginning in 2006, the City created a Retiree Health Care Trust (RHCT). The RHCT is administered by a nine member Board.
The RHCT holds the resources for the qualified retirees and their dependents and/or beneficiaries for retiree health care
insurance. There are no restrictions on the assets to pay any particular member or beneficiary of either fund.

Private sector standards of accounting issued prior to December 1, 1989 are generally followed in both the government-wide and proprietary
fund financial statements to the extent that those standards do not conflict with the standards of the Govemmental Accounting Standards
Board. The City has elected not to follow private sector standards issued after November 30, 1989 for its business-type activities.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide financial statements. Exceptions to this
general rule are charges between the City’s water and sewer function and various other functions of the City. Eliminations of these charges
would distort the direct costs and program revenues reported for the various functions concemed.

Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating revenue and expenses generally result
from charges to customers for sales and services. The Water and Sewer Funds also recognize the portion of tap fees intended to recover
current costs (e.g., labor and matenals to hook up new customers) as operating revenue. The portion intended to recover the cost of the
infrastructure is recognized as non-operating revenue. Operating expenses for proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenue and expenses not meeting this definition are reported as non-
operating revenue and expenses.

Property Taxes
Property taxes and other revenue that are both measurable and available for use to finance operations of the City are recorded as revenue
when earned. Other revenue is recorded when received.

Properties are assessed as of December 31 and the related property tax becomes a lien on December 1 of the following year. The related
property taxes are billed December 1 with the final collection date of February 28 before the delinquent taxes are turned over to the County for
collection and payoff. Property taxes to finance 2007 operations were assessed December 31, 2005, levied on December 1, 2006, and
substantially collected in January and February, 2007. See Note K for further information.

Property taxes levied December 1, 2007 will be used to finance the operations in 2008. As such, these taxes are recorded as deferred
revenue in each respective fund at December 31, 2007.

Cash Equivalents

For purposes of the statement of cash flows, the proprietary funds consider all highly liquid investments with an original maturity of three
months or less to be cash equivalents.
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Investments
Investments are recorded at fair value, based on quoted market prices.

Receivables and Payables

In general, on the fund based statements, outstanding balances between funds are reported as “due to/from other funds.” However, any
residual balances outstanding between the governmental activities and the business-type activities are reported in the government-wide
financial statements as “internal balances.” All trade and property tax receivables are shown net of allowance for uncollectible amounts.

Inventories and Prepaid ltems

Inventories in the business-type activities are valued at cost, on a first-in, first-out basis which approximates market value. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased. Certain payments to vendors reflect costs
applicable to future years and are recorded as prepaid items in both government-wide and fund financial statements.

Fixed Assets

Fixed assets, which include property, plant, equipment, infrastructure assets (e.g. roads, and storm water drains), are reported in the
applicable governmental or business-type activities column in the government-wide financial statements. Capital assets are defined by the
City as assets with an initial individual cost of more than $2,500 and an estimated useful life in excess of one year. Such assets are recorded
at historical cost or estimated historical cost if the original purchase price is not available. Donated capital assets are recorded at estimated
fair market value at the time of donation.

Depreciation on property and equipment is computed using the straight-line method over the estimated useful lives of the related assets. The
estimated useful lives are:

Water and SEwWer MaiNS. ... .. ...vveuiieirmiierieiie it ireceere e s e e e ten s e aaes 50 years
VBNICIES. coeu et eeeec e er it s ree e it r st e tae e earr e e r s s e e s e eeaens 3-5 years
Office Fumniture and Equipment 3-5 years

Machinery and Equipment.................
Buildings and Improvements

Long-Term Liabilities

In the government-wide financial statements and the fund financial statements for the proprietary fund types, long term debt and other long
term obligations are reported as liabilities in the applicable governmental activities, business type activities or proprietary fund type statement
of net assets.

In the governmental fund financial statements, the face amount of the debt issued is reported as other financing sources in the period when
the debt was issued. Bond premiums received on debt issuances are reported as other financing sources while bond discounts are reported
as other financing uses in the period that the bonds were issued. Issuance costs are reported in the same period as the bond issuance and
are reported as debt service expenditures.

Employee Vacation and Sick Time

City employees are granted vacation in varying amounts based on length of service. Vacation pay is accrued and fully vested when eamned;
upon termination, employees are paid accumulated vacation at full rates to a limit of their maximum accrual which varies by bargaining unit.

All employees accrue one day of sick time monthly. This sick time is fully vested when eamed. Any accrued amount in excess of 240 hours
is paid at full rates at the end of each year. Upon termination, empioyees are paid for their remaining sick time at full rates.

The liability for this accrued sick and vacation time is reported in the Accrued Sick and Vacation Internal Service Fund.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not available for appropriation or
are legally restricted by outside parties for use for a specific purpose. Designations of fund balance represent tentative management plans
that are subject to change.
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Restricted Net Assets

Assets which are restricted net assets for specified uses by bond debt requirements, grant provisions, or other extemal requirements are
classified as restricted net assets. Following is a list of restricted net assets:

oY o= T SRR $ 18,033,265
Brown Road Special ASSesSSmMents.......ccoveviiiiiiiiiiiineeiiierccrereer e 4,380,448
U O ON 2,604,628
Tree Ordinance 569,749
Drug Forfeiture...... 36,687
Police Grants and DoNatioNs. .........vecvvveiicieviiiei e v e aeaeeenns 7,179
MEtro ACL.. .. e e e e s st et e e nean e 144,930

Total Restricted Assets ......ccccoveeiiiiiiiviiiiireceeceeeeea, $ 25,776,886

In addition, the $14,641,308 restricted net assets of the component units are restricted to be spent in accordance with the respective TIFA,
Brownfield and EDC plan documents.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generalily accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the period. Actual
results could differ from those estimates.

NOTE C-CASH AND CASH EQUIVALENTS

Michigan Compiled Laws, Section 129.91 (Public Act 20 of 1943, as amended) authorizes local governmental units to make deposits and
invest in the accounts of federally insured banks, credit unions, and savings and loan associations that have offices in Michigan. The local
unit is allowed to invest in bonds, securities, and other direct obligations of the United States or any agency or instrumentality of the United
States; repurchase agreements; bankers’ acceptances of United States banks; commercial paper rated within the two highest classifications
that matures not more than 270 days after the date of purchase; obligations of the State of Michigan or its political subdivisions that are rated
as investment grade; and mutual funds composed of investment vehicles that are legal for direct investment by local units of government in
Michigan. To the extent that cash from various funds has been pooled in an investment, related investment income is allocated to each fund
based on relative participation in the pool.

The Pension Trust Fund is authorized by Michigan Public Act 314 of 1965, as amended, to invest in certain reverse repurchase agreements,
stocks, diversified investment companies, annuity investment contracts, real estate leased to public entities, mortgages, real estate (if the
trust fund's assets exceed $250 million), debt or equity of certain small business, certain state and local government obligations, and certain
other specified investment vehicles.

The City adopted Public Act 149 of 1999 which allows the City to invest retiree health care funds in vehicles allowed under Michigan Public
Act 314 of 1965, as amended.

The City has designated three banks for the deposit of local unit funds. The investment policy adopted by the City Council in accordance with
Public Act 196 of 1997 has authorized investment in bonds and securities of the United States government and bank accounts and CDs. The
City's deposits and investment policies are in accordance with statutory authority.

The City's cash and investments are subject to three types of risk, which are examined in more detail below:

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned to it. The City's investment policy restricts depository accounts to federally insured institutions located within the state of
Michigan (consistent with state law). At year end, the City had $37,908,112 of bank deposits (certificates of deposit, checking and savings
accounts) that were uninsured and uncollateralized. The uninsured and uncollateralized amount noted included $2,848,875 of component unit
funds. The City believes that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure all
deposits. As a result, the City evaluates each financial institution with which it deposits funds and assesses the level of risk of each institution;

only those institutions with an acceptable estimated risk level are used as depositories.

In addition to the governmental fund bank deposits noted above, the City had mutual fund investments held in trust by a custodial bank as part
of the City's Pension plan and Retiree Health Care program. The mutal fund investments stated at market value were $17,970,839 and
$4,299,661 in the Pension Plan and the Retiree Health Care Trust respectively as of December 31, 2007..
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Interest Rate Risk - Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest rates. The City's
investment policy restricts the average maturity of investments to two (2) years with the exception of long-term debt or capital fund investments which
may be invested in securities matched to cash flow requirements with a maximum maturity of five (5) years. The City's pension and retiree health
investment policies restrict cash equivalents to a dollar-weighted maturity of ninety (90) days or less. At year end, the City's investments have the
following range of maturity dates:

Maturity (Years)
Governmental Unit Fair Value <1 1-5 6-10 >10
Pension Pooled Funds $ 668,020 $ 10,668,487
Retiree Health Care Trust Pooled Funds 329,932 2,273,296

Credit Risk - State law limits investments in commercial paper to the top two ratings issued by nationally recognized statistical rating organizations.
The City's general investment policy further limits investments to: commercial paper to the highest rating (A-1/P-1); bankers’ acceptances whose long:
term debt rating is at least an A; obligations of this state or its political subdivisions to the highest rating (A-1/P-1); pooled funds with a rating of at
least an A.

The City's pension fund and retiree health care investment policies require the fixed income managers to have no more than 15% of the portfolio in
non-investment grade securities (BB to CCC rated) with at least 80% of the non-investment grade consisting of B-rated or higher securities. As of
December 31, 2007, the Pension Fund and the Retiree Health Care Trust fixed income portfolios held non-investment grade securities that

represented approximately 3% and less than 1% respectively of their total fixed income investments. ,

As of year end, the credit quality ratings of debt securities (other than the U.S. govemment) are as follows:

Investment

Governmental Unit Type Rating Fair Value Rating Agency
Primary Government Pooled Funds Aaa $ 33,964,328 Moody's
Componerit Units Pooled Funds Aaa 15,680,734 Moody's
Trust & Agency Pooled Funds Aaa 6,156,526 Moody's
Retiree Health Care Pooled Funds Aaa 329,932 Moody's

Pooled Funds AA- 2,273,296 S &P
Pension Pooled Funds Not Rated 668,020

Pooled Funds AA 10,668,487 S &P

NOTE D-DEFERRED REVENLIE

Governmental funds report deferred revenue in connection with receivables for revenue that is not considered to be available to liquidate liabilities of
the current period. Governmental funds also defer revenue recognition in connection with resources that have been received but not yet earned. At
the end of the current fiscal year, the various components of deferred revenue are as follows:

Unavailable Unearned
PrOPEY TAXES...e. uuueiiiiiremniiueeseiereeerernertesatasssterernaesseenseeereennesseseanes $ 21,473,530
Special ASSESSMENES. ......iiieuiiiiiiiie i e e e rre e e e e $ 4,052,170
L8 T= JR RO PT PO TPPU 471,072
Total Deferred Revenue................. $ 4,523,242 $ 21,473,530
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Capital asset activity of the City's governmental and business-type activities was as follows:

Balance at Balance at
Governmental Activities dJan. 1, 2007 Additions Deletions Dec. 31, 2007
Capital assets not being depreciated:
Land & IMprovements..........c.ccceeeeereeenrevnnnnnnn $ 5016650 $ 196,321  $ - $ 5,212,971
Capital assets being depreciated
Office Furniture & Equipment 878,609 21,992 - 900,601
Machinery & Equipment...........c.ccceeeniennnnnnnns 3,292,142 233,439 11,730 3,513,851
VehiCles.....ocveerieiiecee e ccerrer s e 5,675,325 704,368 333,231 6,046,462
Buildings & Improvements..............cooceinenneen. 16,242,272 1,308,158 - 17,550,430
Storm Drains......cccoveiuirciemiiiirercnie e 5,878,324 45,958 - 5,924,282
ROAAS.....coiveicie v s D 63,572,322 204,198 - 63,776,520
Subtotal.......ccoriiniiiiriinie e 95,538,994 2,518,113 344,961 97,712,146
Accumulated Depreéiation:
Office Furniture & Equipmen 830,862 33,392 - 864,254
Machinery & Equipment............. 2,231,030 380,959 10,786 2,601,203
Vehicles.......cccoveieriiiniinnnennnns 4,811,726 445,233 333,232 4,923,727
Buildings & Improvements...........c.c.cevimiinneene, 4,900,505 531,140 - 5,431,645
Storm Drains 629,304 118,444 (419) 748,167
Roads........... 15,497,451 1,591,861 (1,237) 17,090,549
Subtotal...ceueiiiiriirii e 28,900,878 3,101,029 342,362 31,659,545
Net capital assets being depreciated............cc.cceeveenn. 66,638,116 (582,916) 2,599 66,052,601
Net capital assetS.........ccciveeiiinireieiiiie e e $ 71,654,766 $ (386,595) $ 2,599 $ 71,265,572
Balance at Balance at
Business-Type Activities Jan. 1, 2007 Additions Deletions Dec. 31, 2007
Capital assets not being depreciated:
$ 8314199 % 6,221 % - § 8,320,420
83,297 - 83,297
8,397,496 6,221 - 8,403,717
Capital assets being depreciated:
Water & Sewer Mains.........ccccevvvvieinecennnnan, 60,381,088 327,396 - 60,708,484
Machinery & Equipment............. 2,591,297 190,367 10,617 2,771,047
Buildings and Improvements 10,107,951 12,844 - 10,120,795
Vehicles.....ccooceerirmnerineniennen. 1,000,192 263,968 124,881 1,139,279
Subtotal....c.eoeeeiieniiiriir e 74,080,528 794,575 135,498 74,739,605
Accumulated Depreciation:
Water & Sewer Mains...........cccocceeviiiiemiencnnn, 10,496,286 1,225,543 - 11,721,829
Machinery & Equipment................... 2,312,126 391,301 363,492 2,339,935
Buildings and Improvements 1,929,219 373,861 - 2,303,080
Vehicles.....cccooiviiniiniiiciei e e 751,209 127,831 124,881 754,159
Subtotal.....ocoiiiiiiiirr e 15,488,840 2,118,536 488,373 17,119,003
Net Capital Assets being depreciated............c..ccneeen. 58,591,688 (1,323,961) ' (352,875) 57,620,602
Net Capital assefs........cccceeceveeiimicinireeinccnceecieenn, $ 66,989,184 $ (1,317,740) $ (352,875) $ 66,024,319
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Depreciation expense was charged to programs of the primary government as follows:
Governmental Activities
Management and Planning 47,187
Public Safety.....cccuvviieiieeeieeiiner e 370,560
Streets, highways & public Improvements..........ccoveeivcirirenrraciiir e 2,149,126
Community and economic development...........ccceeviiiiiinieiiniciiiicneececnens 568
GenEral SUPPOTL. ... ccuurrieiiriii ittt e riee s e reeeer s e se e s ernassan s s erennsanssensnsss 102,051
INtEMAl SEIVICES. ... e ciirererie ittt ieeier e et et e et eeteeanerameseren s s anennens 431,537
Total Governmental-Type ACHVItIES.......c.ccuvueeerinreiiiiec e 3,101,029
Business-Type Activities
{1 L] S PP PP PP PP 1,090,731
SEBWET ..ottt et e ettt st et ae tab e s s et e e e aeanaas 601,610
Fieldstone Golf Club 264,472
INtEM@l SEIVICES. ....ciuciireireei ettt cereete e e e eeeera e eeeeserasesresanens 161,723
Total Business-Type ACtVItIES. ......c.c.oonieiiiiiiiieiir e e 2,118,536
Total Depreciation EXPeNSE.........vueeevrenrnieerermeemnneeenianennes $ 5,219,565
NOTE F-LONG-TERM DEBT (including current portions)
Long-term debt of the City is as follows:
Balance at Balance at Due Within
Jan. 1, 2007 Additions Reductions Dec. 31, 2007 One Year
Governmental Activities - .
4.6% to 6.0% John E. Olsen Drain Project,
Issued 7/1/96, Original Issue Amount-
$950,000 {1)enueiieiiriirieriie et e $ 625,000 $ (50,000) $ 575,000 $ 50,000
4.5% to 5.5% Special Assessment Bonds
Issued 12/1/99, Original Issue Amount-
$7,250,000 (2)...0ieeuirieeereireerireeeenne e e ee e e anean 4,625,000 (475,000) 4,150,000 500,000
Tax Tribunal Cases (3)....cceeueeririerieirrernncceeneenrrnnen. 2,213,007 1,790,959 (745,541) 3,258,425
Total Governmental Activities.........cccceeeveernneenrinnnnne. $ 7,463,007 $ 1,790,959 $§ (1,270,541) $ 7,983,425 $ 550,000
Balance at Balance at Due Within
Jan. 1, 2007 Additions Reductions Dec. 31, 2007 One Year
Business-Type Activities
3.45% to 5.0% City of Auburn Hills Building
Authority Bonds, Issued 4/28/99, Original [ssue
Amount-$14,900,000........ccceiiiiriiriinrirreereeeneienas $ 13,055,000 $ (885,000) $ 12,170,000 § 790,000
Total Business-Type Activities.........o.ociiiiiiiniiniininnn, 13,055,000 - (885,000) 12,170,000 790,000
Grand Total-All Primary Government Long-Term
Debt (Including Current Portion).........c..cceevevanvennnnn. $ 20,518,007 $ 1,790,959 $ (2,155,541) $ 20,153,425 § 1,340,000

(1) The Olsen Drain project debt payment is recorded in the Storm Water Management Capital Project Fund and is funded using general operating
funds, which are-transferred from the General Fund.
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NOTE F-LONG-TERM DEBT (including current portions) - (Continued)

(2) The special assessment bonds represent the financing of public improvements that benefit specific districts; these districts are specially assessed,
at least in part, for the cost of the improvements. At December 31, 2007, the City has $328,278 available in the Debt Service Funds for repayment of
these bonds. In addition, there is $4,052,170 of special assessments receivable in the future. Under Michigan law, the City is secondarily liable for
payment of these bonds.

(3) Tax Tribunal cases represent the amount of City property tax assessments which have been contested and are subject to repayment contingent
upon the determination of the Michigan Tax Tribunal.

Defeased Debt-In 1999, the Building Authority defeased certain bonds by placing the proceeds of new bonds in an imevocable trust to provide for all
future debt service payments on the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not included in the
general purpose financial statements. At December 31, 2007, $12,050,000 of bonds outstanding is considered defeased.

The annual requirements to pay principal and interest on the obligations (excluding tax tribunal cases) outstanding as of December 31, 2007 are
shown below:

Govemmental Activities:

Principal Interest Total
2008 550,000 $ 248,700 $ 798,700
2009 575,000 220,975 795,975
2010 600,000 191,950 791,950
2011 650,000 161,075 811,075
2012 700,000 126,275 826,275
2013-2016 1,650,000 147,788 1,797,788
4,725,000 1,096,763 5,821,763
Business-Type Activities:

2008 790,000 572,855 1,362,855
2009 860,000 538,885 1,398,885
2010 895,000 501,045 1,396,045
2011 1,185,000 461,218 1,646,218
2012 1,250,000 407,300 1,657,300
2013-2017 7,190,000 1,088,288 8,278,288
Total Business-Type.........coveruninrinacnes 12,170,000 3,569,591 15,739,591

Total Primary Government
2008 1,340,000 821,555 2,161,555
2009 1,435,000 759,860 2,194,860
2010 1,495,000 692,995 2,187,995
2011 1,835,000 622,293 2,457,293
2012 1,950,000 533,575 2,483,575
2013-2017 8,840,000 1,236,076 10,076,076
$ 16,895,000 $ 4,666,354 $ 21,561,354

By statute, the City general obligation debt is restricted to 10% of the equalized value of all property in the City. Certain obligations, such as special
assessment debt, are not subject to this limitation. At December 31, 2007 the City's debt limit amounted to $284,981,310 and indebtedness subject
to the limitation aggregated $12,745,000.
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NOTE G-INDIVIDUAL FUND INTERFUND RECEIVABLE AND PAYABLE BALANCES

The composition of interfund balances is as follows:

Receivable Fund Payable Fund Amount
Retiree Health Care Fund General Fund 7,793
Major Streets 804

Local StreetS.....vvveeeriiircn it 485

Police FUN..........ceiiiiii et 13,390

Fire FuNd........c.covvmiiiiiieiiiieicciieenieens 2,679

Non-major governmental funds 121

Internal Service FUNd........cevnviviiicciiie e, 363

Water and Sewer FUNdS.........cc.ooiiiiiiiiiiiiii i 1,288

Fieldstone Golf Club......c...ccoviiiiiiiciiiiiiccec e 144

Total Retiree Health Care Fund..........cocccoeviniinnnns 27,067

Sewer ' Fieldstone Golf CIUD........c.eveeeurereeeeerieaeeieneeseneeneeens $ 1,700,170
Water Fieldstone Golf Club.... 563,816
General Fund FIeldStONE GO ClUD.«..ccvvee e eereeeereerreeesreeeeenesaeeueenene. 250,000
Total Fieldstone Golf Club.........c.cccvvnveemienrinnirreninees © 2,513,986

Accrued Sick and Vacation Fund General FUNd........cooeveiiiiiiiiic v cercceie e aeane $ 571,993
Major Streets.......ociiiiiiiniire 20,141

Local Streets......coiviiriciee e 18,214

Police FUNd..........cc oo 668,845

Fire FUNd.......oveeeeeiiiieee e 192,825

Non-major govemmental funds 15,667

Internal Service FUNd........coovniiniiiieii s 36,532

Water and Sewer Funds............ccoviieiiiiiiiininieieen, 75,597

Fieldstone Golf Club.......cccevvniniiiiiriirecce e 20,691

Total Accrued Sick and Vacation Fund...................... 1,620,505

117 | [ $ 4,161,558

These balances result from the time lag between dates that goods and services are provided or reimbursable expenditures occur, transactions are
recorded in the accounting system, and payments between funds are made.

NOTE H-INTERFUND TRANSFERS
Interfund transfers reported in the fund financial statements are comprised of the following:

Fund Transferred From Fund Transferred To Amount
General Fund Major Streets......cvveiceimiern e e $ 300,000
LOCal SHrEetS. .. ..viiiiiiiii et eres 900,000
Street Improvement........c.ooiiiiiiiiin e 1,250,000
Fieldstone Golf Club...........ccooviiiiiiiiiiiini e, 285,684
Non-Major Governmental Funds 25,000
Total General Fund.............ccoviiiiiiii i 2,760,684
Major Streets Water and Sewer FUNGS.......cccueiierieeiciiiiiniiicineeninnnnns 65,052
Sewer Fieldstone Golf Club......c.ccoiiiiiiiiii e, 285,684
Sewer Storm Water Management.............ccceeeemiceecvaninnnnnnenn. 450,000
Sewer Water FUNd.........ccoooiviiiiii et 1,300,000
Total coveeieeeireeeieeeereenes $ 4,861,420

The transfers from the General Fund to the Major and Local Street Funds were to supplement the Act 51 resources provided by the
State of Michigan for the maintenance of major and local roads ($300,000 and $900,000 respectively). The transfers to the non-major

_govemmental funds were to provide funds for drainage projects ($450,000), street construction projects ($1,250,000), and for sidewalk
maintenance ($25,000). The transfer from Major Streets to the Water and Sewer funds represents a repayment for funds provided to
Major Streets for a major road project in 1996. The fund transfers from General and Sewer to the Fieldstone Golf Club were provided
to support the current year's operations. The fund transfers from the Sewer fund to the Water fund ($1,300,000) and Storm Water
Management ($450,000) were provided to support the current year's operations in both of these funds.
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NOTE I-RETIREMENT PLANS
Defined Benefit Plan

Plan Description - The City contributes to a single-employer defined benefit pension plan. This plan was available to all full-time
employees hired prior to 1998, but is no longer available to new employees. The system provides retirement, disability and death
benefits to plan members and their beneficiaries. The plan is administered through the City of Auburn Hills Pension Board. Due toits
nature, the plan does not issue an annual financial statement, either as a stand-alone financial report, or by inclusion in the report of a
public employee retirement system or another entity.

Funding Policy - The obligation to contribute to and maintain the system for these employees was established by negotiation with
three collective bargaining units. The plan required a contribution of 35.05% of gross wages for 2007.

Annual Pension Cost - For the year ended December 31, 2007, the City's annual pension cost of $1,736,727 was equal to the City's
required contribution of $1,502,180, less interest of $285,117 on the net pension asset, plus an annual required contribution
adjustment in 2007 for $519,664. The City’s actual contribution for the year ended December 31, 2007 was $1,563,587. The annual
required contribution was determined as part of an actuarial valuation at December 31, 2005, using the individual entry age normal
cost method.

Significant actuarial assumptions used include (a) an investment rate of return of 7.5%, (b) projected salary increase of 5% per year
compounded annually, (c) postretirement benefit increases of 5% per year for eligible members, and (d) inflation of 5% per year. The
actuarial value of assets was determined using techniques that smooth the effects of short-term volatility over a four-year period. The
unfunded actuarial liability is being amortized as a level percentage of payroll on a closed basis. The remaining amortization period is

13 years.
Three year trend information is as follows:
As of December 31
2007 2006 2005
Annual Pension Cost.........cocceiiiiiiiiiiniiin e e $ 1,736,727 $ 1,595,976 $ 1,064,358
Percentage of Annual Pension Cost Contributed................ 90.0% 94.1% 148.2%
Net Pension ASSEt........covveievuiiineieriiieeerieenesses s e $ (3,628,420) (3,801,560) (8,593,662)
Actuarial Valuation
December 31, December 31, December 31,
2006 2005 2004
Actuarial Value of ASSEtS.......c.coeciiimreiviiereccceireeaeaeens $ 26814910 $ 23,341,525 $ 21,163,078
Actuarial Accrued Liability (Entry Age).......ccccovvvevinnninnnn, 37,247,171 33,270,684 30,440,335
Unfunded Actuarial Accrued Liability 10,432,261 9,929,159 9,277,257
Funded Ratio......c.ccoeveceierencinniiiiei e, 72.0% 70.2% 69.5%
Covered Payroll 4,174,022 4,285,822 4,333,426
Unfunded Actuarial Accrued Liability as a
Percentage of Covered Payroll...............ccovenviievianeen.e, 249.9% 231.7% 214.1%

For the year ended December 31, 2007, the City's annual pension cost and net pension asset for the current yearis:

Annual Required Contribution.........c...cccoiiiiierecievenanennnn $ 1,502,180
ARC Adjustment..............cceeeiennnne 519,664
Interest on Net Pension Asset (285,11 7
Annual Pension Cost........cccceviiiininniiiviiiceee e eevieen, 1,736,727
Contributions made.........ccoooiiiiiiice e (1,563,587)
Decrease / (Increase) in Net Pension Asset.........c........... 173,140
Net Pension Asset Beginning of the Year........cccccouennnnae. (3,801,560)
Net Pension Asset End of the Year.........ccovviiieineeieninnen. $ (3.628,420)

Defined Contribution Plan

The City established a defined contribution plan in 1998 to provide an alternative to the defined benefit plan. The International City
Managers Association (ICMA) administers the plan, and the City Council has authority over plan provisions and contribution
requirements. The defined contribution pension plan is the only plan available to employees hired after January 1, 2000. In a defined
contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings. At December 31, 2007, there
-were 200 members. The City is required to contribute between 9% and 12% of total salaries. Employees may contribute up to 100%
of their salaries not to exceed amounts limited by statute. In accordance with these requirements, the City contributed $721,901
during the current year and employees contributed $391,931. Employees are vested after five years of service. Plan provisions and
contribution requirements are established by the City Council and collective bargaining and may be amended.
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Other Post--Employment Benefits

Plan Description - The City contributes to a single-employer defined benefit retiree health care plan. The City provides retiree health
care benefits to eligible former City Council members and retired employees through the Retiree Health Care Special Revenue fund
and the City of Auburn Hills Retiree Health Care Plan. Beginning in 1997, the City started a formal method to pre-fund post retirement
health care benefits. Beginning in 1999, the City began using an actuarial recommended percent of payroll to contribute to the Retiree
Health Care fund. in April of 2006, the City adopted a Retiree Health Care Plan and created a Retiree Health Care Trust as a
receptacle for investing contributions by the City. The Retiree Health Care Trust is administered through the City of Aubum Hills
Retiree Health Care Board. Due to its nature, the plan does not issue an annual financial statement, either as a stand-alone financial
report, or by inclusion in the report of public employee post retirement system or another entity.

The City provides health care benefits in accordance with labor contracts and personnel policies. There were 44 retirees (79 including
their spouses and dependents) eligible for health care benefits as of December 31, 2007. The City includes pre-Medicare retirees and
their dependents in its insured health care plan, with no contribution required by the participant. The City purchases Medicare
supplemental insurance for retirees eligible for Medicare. Expenditures for post-employment health care benefits are recognized as
the insurance premiums become due and are currently paid through a special revenue fund, not from the prefunding trust. During
2007, the amount expended for post-employment premiums was $505,714. Administrative costs are paid by the Plan through
employer contributions.

Funding Policy - The obligations to contribute to and maintain the retiree health plan for these employees are established by
negotiation with three collective bargaining units. The plan required a contribution of 10.02% of gross wages for 2007. The Trust has
as a fund balance of $6,913,705 as of December 31, 2007. Total pre-funding contributions of $3,355,000 were made to this fund
which is shown in the financial statements as a Pension and Other Employee Benefit Trust Fund. Contributions to the Trust in 2007
included a one-time contribution of $2.8 million which was in addition to the normal contributions.

The funding progress of the plan as of the most recent valuation date of December 31, 2006 is as follows:

Actuarial Value of ASSEtS.......c.ceeumrrrreeeiereenreeeeeeeeennn, $ 3,156,996
Actuarial Accrued Liability (Entry AgE).--.ceeeverreereanaennnnne, 15,067,159
Unfunded Actuarial Accrued Liability...........cccceveeeereernnnnn, 11,910,163
Funded Ratio........ccuuriiiieeie e tence e ere e 21.0%
Covered Payroll........cc.eveeeeeeeieneenvreniereenninnieremaesnseennna 9,699,166
Unfunded Actuarial Accrued Liability as a

Percentage of Covered Payroll............cccccovrvenennnnnn... 122.8%

Actuarial methods and assumptions - Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the plan and the annual
required contributions of the employer are subject to continual revision as actual results are compared with past expectations and new
estimates are made about the future. The schedule of funding progress, presented as required supplementary information following the
notes to the financial statements, presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer and
the plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The actuarial methods and assumptions used include techniques
that are designed to reduce the effects of short-term volatiiity in actuarial accrued liabilities and the actuarial value of assets, consistent
with the long-term perspective of the calculations.

in the December 31, 2006 actuarial valuation, the individual entry age actuarial cost method was used. The actuarial assumptions
included a 7.5% investment rate of retum (net of administrative expenses), which is a blended rate of the expected long-term
investment returns on plan assets calculated based on the funded level of the plan at the valuation date, and an annual healthcare cost
trend rate of 10.0% initially, reduced by decrements to an ultimate rate of 5.0% after ten years. Both rates included a 5.0% inflation
assumption. The actuarial value of assets was determined using techniques that spread the effects of short-term volatility in the market
value of investments over a five-year period. The UAAL is being amortized as a level percent of projected payroll over 20 years and
added to the computed normal cost to determine the total contribution rate.

Upcoming reporting change - Effective December 31, 2008 the Governmental Account Standards Board Statement 45 will require

—government-wide financial statements to recognize the cost of providing retiree health care coverage over the working life of the
employee, rather than at the time the health care premiums are paid. The City of Aubum Hills has been accruing for postretirement
benefits since 1999. An actuarial determined percent of the employee’s payroll is expensed and transferred to a Retiree Health Benefit
fund each payroill.
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NOTE J-RISK MANAGEMENT, CONTINGENCIES, AND COMMITMENTS

The City is exposed to various risks of ioss related to property loss, torts, errors and omissions and employee injuries (worker's compensation), as
well as medical benefits provided to employees. The City has purchased commercial insurance for most of these potential risks. In 2004, the City
became self insured for property damage to City vehicles under $75,000. Settled claims relating to the commercial insurance have not exceeded the
amount of insurance coverage in any of the past five years.

Under provisions of a contractual agreement signed in 1995 between the City and the Cardell Corporation, the City received a cash advance during
2007 in the amount of $141,967 to provide operating funds for the Fieldstone Golf Club Fund. A total of $2,318,894 in cash advances have been
received from the Cardell Corporation under the provisions of this contractual agreement. Repayment of this advance is only required when the
Fieldstone Golf Club Fund reaches a specified cash balance. Because repayment of this advance is required only after the Fieldstone Golf Club Fund
reaches specific cash balance levels, these advances have been recorded as revenue in the Fieldstone Goif Club Fund.

The City is aware of several asserted claims. It is the opinion of the City that any material future liability arising from these claims would be within the
limits of the City's insurance coverage. No provision has been made in the accompanying basic financial statements for potential liability, if any, that
may arise from these suits.

During 2003, the State of Michigan asserted a claim for a refund of school taxes captured for Tax Increment Financing Authority (TIFA) purposes.
This issue has not been settied. It is the City's belief that the majority of the funds were captured and spent in accordance with all applicable laws and
regulations regarding tax increment financing. To be conservative, the City has recorded a liability of $4,368,583 to cover any future reimbursement
to the State of Michigan.

NOTE K-PROPERTY TAXES

The City property tax is levied each December 1 on the taxable valuation of property_located in the City as of the preceding December 31. On
December 31, the property tax attachment is an enforceable lien on property and is payable by the last day of the next February following. Taxable
values are established annually by the City and are equalized by the County. The 2006 taxable valuation of the City totaled approximately $2,535
million of which approximately $719 million is captured by the Tax Increment Financing Authority (TIFA) and $35.1 million by the Brownfield Authority.
The City property tax levy for 2006 (which was collected primarily in 2007) was composed of the following components:

Maximum
Millage Allowable Tax
Levy Purposes Rate Millage Rate Revenue
General Operating........ccoeveuerrererereerererreiereeeeeeeerenenns 2.1100 21125 $ 5,081,649
Fire Department............cociiairiinninn e cerere e e seenns 1.7604 1.7604 3,528,049
Police Department.........ccooeeeiiniiiiiiccee e 5.9857 5.9857 11,996,088
Captured Property Taxes.....cccuveeeirvieeriiinerinriinenecensennnns 7,598,093
Total City Property Tax LeVy.....cccoiiiiiriiiieiereirececeneeees 9.8561 N/A $ 28,203,879

The City annually sells its delinquent real property taxes to the County which then becomes responsible for collecting the taxes and taking any
uncollected tax parcels through the tax reversion process. The County purchases these taxes at 100% of face value, and in return the County is
allowed to retain all interest and penalties it collects. The estimated present value of the future delinquent collections to the City is less than the face
value that has been received because of the time value of money. During the current year, the City received $876,559 from this sale. At the end of
the tax reversion process (approximately 3 years), the County charges the City for any uncollected taxes. Historically, this amount has not been
significant.

NOTE L-CONSTRUCTION CODE FEES

The City oversees building construction, in accordance with the State’s construction code act, including inspection of building construction and
renovation to ensure compliance with the building codes. The City charges fees for these services. Beginning January 1, 2000, the law requires that
collection of these fees be used only for construction code costs, including an allocation of estimated overhead costs. A summary of the current year
activity and cumulative shortfall since January 1, 2000 is presented as follows:

Shortfall at December 31, 2006 (3,533,047)
Building Permit REVENUE. ......c..iveiiriie e reer e e s eeie et st camn e sennreecaesearanransanns 618,106
Related Expenses
Direct Costs (Building & Community Development).........c..coeeveiicinnerininnnns 828,465
Estimated INdirect Costs.....cc.oeruiiiiiiiiiieii e v rea e ee e e 95,379
Total Construction Code Expenditures..................... e eereeaeeienerennerererraeaterereraaarenranranns 923,844
Cumulative Shortfall at December 31, 2007............c.u.n.... $ (3,838,785)
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NOTE M-COMPONENT UNIT DISCLOSURES

The City of Auburn Hilis has five component units. The five units consist of three tax increment financing authorities: TIFA A, TIFA B, and TIFA D, the
Brownfield Authority and the Economic Development Corporation. The financial information for the component units is in Exhibits A-12 and A-13.

Unearned Revenue
Property taxes levied in December 2007 that will be recognized as revenue in 2008 in the amount of $5,094,273 are shown as uneamed

revenue.
Cash and Cash Equivalents

The cash and cash equivalents of the City's components units reflected in the financial statement consist of deposits, certificates of deposits, and
bank investment pools and are shown in more detail in Note C. The bank investment pools are regulated by the Michigan Banking Act, and the fair
value of the position in the pool is the same as the value of the pool shares. The investments are not categorized because they are not evidenced by
-securities that exist in physical or book entry form.

Long-Ternm _Debt
The long-term debt for the component units of the City of Auburn Hills is presented below:

Balance at Additions Balance at Due Within
Jan. 1, 2007 (Reductions Dec. 31, 2007 One Year
TaxX TrDUNA] CaSES.....uivuniiiieierireiiiiiiiriees e rtetevaieansreterannstneeaiiesnn $ 2059646 § 4346 $ 2,063,992 § -

No Commitment Debt

Exciuded from the component unit Long-Term Debt are revenue bonds issued by the Economic Development Corporation to acquire and lease
property to third parties. The revenue bonds issued are payable solely from the net revenue derived from the respective leases and are not a general
obligation of the City. After these bonds are issued, all financial activity is taken over by the paying agent. The bonds and related lease contracts are
not reflected in the City’s financial statements. As of December 31, 2007, there were 5 series of Economic Development Bonds outstanding. The
aggregate principal amount outstanding could not be determined. However, their original issue amounts totaled $16,850,000.

NOTE M-COMPONENT UNIT DISCLOSURES

Property and Equipment
The following table summarizes the changes in the fixed assets of the component units:

Balance at Deletions & Balance

Capital assets not being depreciated: Jan. 1, 2006 Additions Adjustments Dec. 31, 2006
TIFA 85-A (Land)....ccoeminiiiiiiiiiee ittt e e $ 5137435 § 306,220 $ 5,443,655
TIFA 86-D (LANA). ..ctuteareieicemieeiiie e tece e e s s re e e 2,017,211 - 2,017,211
TIFA 86-A (Construction in Progress) 6,720 $ 67,591 74,311
TIFA 86-D (Construction in Progress)..........cccevuerimuiiiimiiininnniencicinenenne - 806,137 806,137

SUBIOLAL. ....ce e e e e e e re e 7,161,366 1,179,948 8,341,314
Capital assets being depreciated:
TIFA 85-A (Land Improvements)...... 1,242,762 407,654 1,650,416
TIFA 85-A (Roads).....ccceocevunnnrnnnnns 16,777,320 - 16,777,320
TIFA 85-B (Land Improvements)... - 304,562 304,562
TIFA 86-B (Roads).........ccccveenene 2,115,241 - 2,115,241
TIFA 86-D (Roads)......cccoeovnvenenee 897,105 - 897,105
TIFA 85-D (Land Improvements)........cc.coveeievnreinnnes - 30,675 30,675
TIFA 86-D (Buildings & Improvements) 19,915,607 85,090 20,000,697
TIFA 86-D (Furniture and Equipment) 215,187 - 215,187

Subtotal.....coeeeerinrirre 41,163,222 827,981 41,991,203

Balance at Deletions & Balance

Accumulated depreciation Jan. 1, 2006 Additions Adjustments Dec. 31, 2006
TIFA 85-A (Land Improvements).............ccceevrienniininiiinninie e, 89,897 72,329 162,226
TIFA 85-A (ROAAS)...couueiiiieniiiiiii et e s e 2,108,529 419,433 2,527,962
TIFA 85-B (Land Improvements) - 7,614 7,614
TIFA 86-B (Roads).........cceeucininrnennns 210,156 52,881 263,037
TIFA 86-D (Roads)........cooeicvennennnnenns 60,277 19,278 79,555
TIFA 85-D (Land Improvements) - 383 383
TIFA 86-D (Buildings & Improvements) 1,328,873 498,954 1,827,827
TIFA 86-D (Furniture and Equipment)............c..cociennee. e ereean v area. 21,519 43,037 64,556

SUbtOtal....c.eeeee e e 3,819,251 1,113,909 4,933,160
Net Capital Assets being depreciated.........cc.oociniiiiiniiiiiininiiccnn 37,343,971 (285,928) 37,058,043
Net Capital ASSEtS......cvviieiiiriiri ettt rer st e s $ 44505337 § 894,020 $ 45,399,357
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CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN AND

RETIREE HEALTH CARE TRUST
ANALYSIS OF FUNDING PROGRESS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS

Exhibit B-1

CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN

Unfunded
AAL as a
Actuarial Actuarial Percentage
Actuarial Value of Accrued Unfunded Funded Covered of Covered
Valuation Assets Liability AAL Ratio Payroll Payroll
Date (a) (b) ({b-a) (a/b) {c) (b-a)/c
12/31/06 $ 26,814,910 $ 37,247,171 $ 10,432,261 72.0% $ 4,174,022 249.9%
12/31/05 23,341,525 33,270,684 9,929,159 70.2% 4,285,822 231.7%
12/31/04 21,163,078 30,440,335 9,277,257 69.5% 4,333,426 214.1%
12/31/03 18,229,129 30,459,067 12,229,938 59.8% 4,666,254 262.1%
12/31/02 14,199,574 27,723,143 13,523,569 51.2% 4,408,490 306.8%
12/31/01 15,243,527 26,007,423 10,763,896 58.6% 4,524,623 237.9%
RETIREE HEALTH CARE TRUST
12/31/06 $ 3,156,996 $ 15,067,159 $ 11,910,163 21.0% $ 9,699,166 122.8%

CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN

The information presented above was determined as part of the actuarial valuations at the dates indicated. Additional

information as of December 31, 2006, the latest actuarial valuation, follows:
Actuarial Cost Method............coeeeiiiiiiiiii e
Amortization Method...........ccoiiiiiiii e
Remaining Amortization Period...........ccc.ccoiiiiiiiiiiinnes
Asset Valuation Method...........ccviiiiiiiii s
Actuarial Assumptions:
Investment Return..........ovvveiiiiiiiiiie e
Projected Salary Increases..........ccoeevviimniciiiicmiiniincnnnns

Cost of Living Adjustments...........ccccoiiiiiiiriiiiienn.
INflation......c.eeiecee e

See Exhibit A-14, Notes to Financial Statements

13 Years

Market Value

7.50%
5.00%
5.00%
5.00%

Individual Entry Age

Level Percent of Payroll, Closed

For eligible members
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CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN AND
RETIREE HEALTH CARE TRUST

SCHEDULE OF EMPLOYER CONTRIBUTIONS

FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit B-2
CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN
Payments
Fiscal Annual
Year Valuation Required Percent
Ending Date Contribution Contributed
12/31/2007 12/31/2005 $ 1,502,180 104.1%
12/31/2006 12/31/2004 1,384,529 108.5%
12/31/2005 12/31/2003 1,670,414 94.4%
12/31/2004 12/31/2002 1,736,504 119.8%
12/31/2003 1/1/2002 1,591,762 57.4%
12/31/2002 1/1/2001 1,125,465 78.1%
RETIREE HEALTH CARE TRUST
12/31/2007 12/31/2005 $ 998,568 336.0%

RETIREE HEALTH CARE TRUST

The information presented above was determined as part of the actuarial valuations at the dates indicated. Additional
information as of December 31, 2006, the latest actuarial valuation, foliows:

Actuarial Cost Method............ccoiveiviinnn. Individual Entry Age
Amortization Method............ccccoooiiniiiinnnn. Level Percent of Payroll, Open
Remaining Amortization Period.......................... 20 Years

Asset Valuation Method..........ccccooviiicinnenine Market Value

Actuarial Assumptions:

Investment Return...........coooeeeiiiiiiiinineee. 7.50%
Projected Salary Increases..........ccoeevueeeeeennn. 5.00%
Wage and Medical Inflation................c......... 5.00%

See Exhibit A-14, Notes to Financial Statements
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MAJOR FUNDS
FUND DESCRIPTIONS

General Fund-The General Fund is the general operating fund of the City. It is used to account for all financial resources
of the City which are not required to be accounted for in other funds.

Major Streets-This fund is used to account for the revenues received from the State of Michigan under Act 51 which are
specifically earmarked for construction and maintenance of roads' designated as major streets in the City.

Local Streets-This fund is used to account for the revenues received from the State of Michigan under Act 51 which are
specifically earmarked for construction and maintenance of roads designated as local streets in the City.

Police-The Police fund is used to account for the revenues and expenditures of the City of Auburn Hills Police Department.
This fund is financed primarily through a separate millage specifically for Police services.

Fire-The Fire fund is used to account for the revenues'and expenditures of the City of Auburn Hills Fire Department. This fund
is financed primarily through a separate millage specifically for Fire Department services.

Brown Road Special Assessment Debt-This fund is used to account for the funding and payment of principal and interest
on debt issued in 1999 for the paving of Brown Road adjacent to the Auburn Mile Development. Property tax
special assessments are made to the businesses in this development.

Street Improvement-This fund is used to account for the revenues specifically designated for street improvements in
the City. This fund is funded primarily through General Fund appropriation as well as the balance of bond proceeds
specifically for street improvements.
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SCHEDULE OF REVENUE AND TRANSFERS IN
BUDGET AND ACTUAL -- GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit B-3
Actual
Over (Under)
Original Final Amended
Budget Budget Actual Budget
OPERATING REVENUE
TAXES
Current property taXxes........c....ceereerennenn. $ 4,124,606 $ 4,124,606 $ 5,081,649 $ 957,043
Tax collection fee......covevevenvineieiiiiinnnann. 1,044,635 1,044,635 1,061,202 16,567
TOTALS 5,169,241 5,169,241 6,142,851 973,610
LICENSES AND PERMITS
Building permits.........cccoeevimuiiiiiieenineanns 150,000 150,000 264,652 114,652
Electrical permits........cccceeveviieairieiceenenns 80,000 80,000 86,664 6,664
Heat, vent, & AC permits...........ccceeenenen. 60,000 60,000 53,033 (6,967)
Plumbing permits.......cccooeeviiiiiiiaiiiiennens 33,000 33,000 31,896 (1,104)
Business licenses and permits 58,000 58,000 54,082 (3,918)
Other licenses and pemmits...............ccc..... 121,370 121,370 94,621 (26,749)
TOTALS 502,370 502,370 584,948 82,578
CHARGES FOR SERVICES
Engineering Services. ...........ccceeeeeeeeennene. 165,000 165,000 191,836 26,836
Plan review fees..........ccooovveiiiiinnae. 120,000 120,000 176,962 56,962
Recreation programs and activities........... 98,125 98,125 116,843 18,718
Senior citizen programs and activities........ 108,500 108,500 104,420 (4,080)
TOTALS 491,625 491,625 590,061 98,436
STATE SOURCES
SMART (transportation) grant.................. 43,987 43,987 111,167 67,180
State aid grant..........ccoovvvveieiiiiinnnnnn, 0 0 0 0
State shared revenue sharing.................. 1,622,875 1,622,875 1,577,479 (45,396)
TOTALS 1,666,862 1,666,862 1,688,646 21,784
USE OF MONEY & PROPERTY
Interest revenue...........coeeeiiiiiiiiiiiiiianan, 800,000 800,000 1,260,170 460,170
Sale of fixed assetS.....ccccvevvirieierenennnnn. 0 0 0 0
Building rental.........ccceeiiiimiiiiiiiniieees 518,557 518,557 521,107 2,550
TOTALS 1,318,557 1,318,557 1,781,277 462,720
ADMINISTRATIVE & INTERFUND CHARGES
Administrative charges............cceceeennn.e. 2,105,500 2,105,500 2,110,568 5,068
Interfund charges.......cc.covveeiiiiiiiincinnns 2,140,900 2,140,900 2,140,900 0
TOTALS 4,246,400 4,246,400 4,251,468 5,068
OTHER REVENUE.........coorreeciiciccneceenennns 693,472 693,472 920,907 227,435
TOTAL REVENUE $ 14,088,527 $ 14,088,527 $ 15,960,158 $ 1,871,631

54




SCHEDULE OF EXPENDITURES AND APPROPRIATIONS
BUDGET AND ACTUAL -- GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS

EXHIBIT B-4

LEGISLATIVE
City COUNGIl...vveeeiee i e

MANAGEMENT & PLANNING
ASSESSON......ceuivieeenerneeneeraireesnearearaeaeaeaeaneas
City Clerk....oouieeee et
Public Services Administration.........c....cccceeeuneeee
City Manager
T 1 ot - SRS
General Administration...........cccccveevveeieienenennnnns
Pension Board........cc.ccociiiiiiiiiiiiiiiccei e
Management Information Systems...........cc...cueeee
Tr ASUIET .. c.eeeitieieeeinreeeeeer e e et asan e eaanennne

TOTALS

STREETS, HIGHWAYS & PUBLIC IMPROVEMENTS
Capital Improvements............c..ccoiiieriiicneiniience

COMMUNITY & ECONOMIC DEVELOPMENT

BUIIAING. - eeee e
Economic Development.......cc..cccovvviiiiiiinininnn,
Community Development...........c.cccceeecnncncccnncnnn.
Recreation..........coooiiiiiiiiii e
Grant Expenditures...........coooiiieiriiiiiniienneeenenes
Senior Citizens......ove v ii e ee e,

GENERAL SUPPORT
FaCilitieS....ceueeviieieeeiee e eaans
Parks and Grounds..........ccceeeivvereeereeienrennrnnenns

CAPITAL OUTLAY
Treasurer :
Facilities.......coveereeriieic e
General Administration.............coeeveivmvireiennannens
Senior CIZENS......vv i,
Capital Improvements............ccceveeeerinieeeniennenns
Management Information Systems......................

TOTALS

DEBT SERVICE
MTT refunds.........coevveniiveeie e,
Principal........coviiiiiiiee e e
1] (=1 1] SRR
TOTALS
TOTAL EXPENDITURES

Actual
Over (Under)
Original Final Amended
Budget Budget Actual Budget
$ 224,201 $ 224,201 $ 268,232 $ 44,031
1,118,208 1,118,208 973,837 (144,371)
449,294 449,294 401,537 (47,757)
861,725 861,725 804,597 (57,128)
530,669 530,669 611,178 80,509
427,812 427,812 424,736 (3,076)
393,876 393,876 409,293 15,417
57,200 57,200 44,447 (12,753)
502,750 502,750 543,421 40,671
477,666 477,666 467,048 (10,618)
4,819,200 4,819,200 4,680,094 (139,106)
366,250 366,250 366,250 0
966,657 966,657 967,524 867
0 0 3,050 3,050
517,183 517,183 477,072 (40,111)
502,078 502,078 503,383 1,305
53,398 53,398 52,882 (516)
419,330 419,330 419,091 (239)
2,458,646 2,458,646 2,423,002 (35,644)
1,407,286 1,407,286 1,421,202 13,916
1,591,639 1,591,639 1,894,589 302,950
2,998,925 2,998,925 3,315,791 316,866
10,200 10,200 3,965 (6,235)
249,000 249,000 229,540 (19,460)
0 0 9,160 9,160
10,400 10,400 5,677 (4,723)
0 0 196,321 196,321
182,500 182,500 52,598 (129,902)
452,100 452,100 497,261 45,161
50,000 50,000 56,983 6,983
0
0
50,000 50,000 56,983 6,983
11,369,322 11,369,322 11,607,613 238,291

55



TRANSFERS

Special Revenue:
Major Streets....cooonvieeiiii e
Local SHreets.....ccuveeeeeeeciireeecreeceiicreeeenaa,
Park Improvements..........cccoooeeiiiicininniiennn.

SIdeWalKS .....ceviveiiieieeee e,
TOTALS
Capital Projects:
Street Improvement..............cooiivencinn,
TOTALS
Proprietary Funds:
Fieldstone Golf Club....... e ———
TOTALS
TOTAL TRANSFERS

TOTAL EXPENDITURES AND TRANSFERS

Actual

Over (Under)
Original Final Amended
Budget Budget Actual Budget
600,000 $ 300,000 300,000 $ 0
600,000 900,000 900,000 0
150,000 150,000 0 (150,000)
25,000 25,000 25,000 0
1,375,000 1,375,000 1,225,000 (150,000)
1,250,000 1,250,000 1,250,000 0
1,250,000 1,250,000 1,250,000 0
285,684 285,684 285,684 0
285,684 285,684 285,684 0
2,910,684 2,910,684 2,760,684 (150,000)
14,280,006 $ 14,280,006 14,368,297 $ 88,291

56




SCHEDULE OF REVENUES AND OTHER SOURCES
BUDGET AND ACTUAL -- OTHER MAJOR FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS EXHIBIT B-5
Actual
Over (Under)
Original Final Amended
Budget Budget Actual Budget
MAJOR STREETS
State SOUMCES......cvnierieereieeieiee e eneranens $ 896,511 $ 896,511 $ 938,763 $ 42,252
Use of money and property...........ccoeeveeeneennnen. 3,500 3,500 37,907 34,407
General fund appropriation...........cccccoceieeiinneen. 600,000 600,000 300,000 (300,000)
OtREr . e 0 0 0 -
TOTALS $ 1,500,011 $ 1,500,011 $ 1,276,670 $  (223,341)
LOCAL STREETS
State SOUMCES. ... eeeereererreeriinrianeiraraeeseneraeaeens $ 288,799 $ 288,799 $ 286,909 $ (1,890)
Use of money and property.........ccccceeenvenennennnen. 3,000 3,000 20,268 17,268
Other reVeNUES.........cuvvieiieeeeeieee e eeeenan, 0 0 15,914 15,914
General fund appropriation...........ccc..oveeevennneen. 600,000 600,000 900,000 300,000
TOTALS $ 891,799 $ 891,799 $ 1,223,091 $ 331,292
POLICE
Property taxes......cccccvieviriieiricere e ee e $ 11,750,782 $ 11,750,782 $ 11,996,088 $ 245,306
Licenses and permits..........cccvciiivieniiieieicninnenes 10,000 10,000 11,000 1,000
Charges for services...........cccoeeeiiireeiiiecrennnenn. 479,000 479,000 528,867 49 867
Fines and forfeitures.......c...ccccooncreence JRRR 230,000 230,000 173,528 (56,472)
Federal sources 0 0 0 -
State SOUMCES......coeeuviniiiiiiicieieei e eeieeaan 46,000 46,000 57,770 11,770
Use of money and property...........ccceeeeevnecnnnnen. 537,900 537,900 961,175 423,275
L0011 14,000 14,000 20,081 6,081
TOTALS $ 13,067,682 $ 13,067,682 $ 13,748,509 $ 680,827
FIRE
Property taxes.....c...ccoecavnnnnn. vt eraeraanaraaann $ 3,453211 $ 3,453,211 $ 3,528,049 $ 74,838
Charges for services...........cccceiveiiniinccecennennnne. 137,000 137,000 215,321 78,321
Use of money and property..........ccceveeeceiianennnnn. 106,250 106,250 165,221 48,971
10 (37= U PTUPPPR 5,500 5,500 24,270 18,770
TOTALS $ 3,701,961 $ 3,701,961 $ 3,922,861 $ 220,900
BROWN ROAD SPECIAL ASSESSMENT DEBT
Special assessments............ocveeemieieieireieeienns $ 448,000 $ 448,000 $ 539,830 $ 91,830
Use of money and property.........ccoeevveeeiennennenn. 280,020 280,020 293,559 13,539
TOTALS $ 728,020 $ 728,020 $ 833,389 $ 105,369
STREET IMPROVEMENT
Use of money and property..........ccccoveevevneennn.. $ 50,000 $ 50,000 $ 23,247 $ (26,753)
General fund appropriation...........cccccceevnenenn.. 1,250,000 1,250,000 1,250,000 -

TOTALS $ 1,300,000 $ 1,300,000 $ 1,273,247 $ (26,753)
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SCHEDULE OF EXPENDITURES AND OTHER USES
BUDGET AND ACTUAL -- OTHER MAJOR FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS EXHIBIT B-6
Actual
- Over (Under)
Original Final Amended
Budget Budget Actual Budget
MAJOR STREETS
Personnel ServiCes. ... cuueneeeiieeiieieiieiieeennns $ 194,932 $ 194,932 $ 152,030 $ (42,902)
Fringe benefits...........cooeviivirieierieiceereee e, 114,186 114,186 109,929 (4,257)
Supplies and Services. .........cooceeeeeiiiiinianon. 924,554 924,554 737,934 (186,620)
Transfer to Waterfund..........c.cooceeevveeviiinennnnn, 32,5626 32,526 32,526 -
Transfer to Sewerfund.........ccccoeeveivivneencennnn, 32,526 32,526 32,526 -
TOTALS $ 1,298,724 $ 1,298,724 $ 1,064,945 $ (233,779)
LOCAL STREETS
Personnel services.......co.ovvvivcinereniennenneenn, $ 173,132 $ 173,132 $ 165,870 $ (7,262)
Fringe benefits.........ccccoeveeiireieiiienicieieeeenn, 114,377 114,377 115,663 1,286
Supplies and Services..........ccooceeviiiiiiininninn. 688,687 688,687 705,545 16,858
TOTALS $ 976,196 $ 976,196 $ 987,078 $ 10,882
POLICE
Personnel ServiCeS.......ovveivveeevreeeerreneeeeeennnnns $ 5,258,898 $ 5,258,898 $ 5,231,493 $ (27,405)
Fringe benefits........ccccvivriiiiiiiceeeriiiaeeere e, 2,926,946 2,926,946 2,898,908 (28,038)
Supplies and ServiCes.........cccoveeveciiriiiencreennen 2,920,799 2,920,799 2,692,229 (228,570)
Capital OUHAY. ........c.veeeeeeeeeeireeeireeeaieeeanan, 112,445 112,445 59,196 (53, 249)
Transfer to Pension Fund.............cceveeiiinnnnnnn. 2,800,000 2,800,000 2,800,000
TOTALS $ 14,019,088 $ 14,019,088 $ 13,681,826 $ (337,262)
EIRE
Personnel SEIVICES......uvceieeviiiiereerreenernerenenns $ 1,428,448 $ 1,428,448 $ 1,594,452 $ 166,004
Fringe benefits.........cccoviuiviiiiieinenceeeeieeeeens, 648,930 648,930 659,018 10,088
Supplies and SEIVICES. .....uvevuiieurerinicnnaaneennns 1,387,448 1,387,448 1,339,750 (47,698)
Capital outlay.........veveermieriniiiiinin i, 69,970 69,970 52,765 (17,205)

TOTALS $§ 3,534,796 $ 3,534,796 $ 3,645,985 $ 111,189

BROWN ROAD SPECIAL ASSESSMENT DEBT

10 (31T SR PO $ 500 $ 500 $ 275 $ (225)
Debt service:
Principal payments..........ccoooiviiiinniiniinnnes, 475,000 475,000 475,000 -
Interest payments............ccooviiiiiiiniininn, 240,500 240,500 240,500 -
TOTALS $ 716,000 $ 716,000 $ 715,775 $ (225)
STREET IMPROVEMENT
Capital outlay......ccovvveieeeremiiiiiiiieiecin $ 1,562,000 $ 1,562,000 $ 1,017,018 $  (544,981)

TOTALS $ 1,562,000 $ 1,562,000 $ 1,017,019 $  (544,981)
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NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

The City employs the following procedures in establishing the budgetary data reflected in the financial statements:

1) Prior to the first Monday in August, City Departments, in conjunction with the Finance Office, prepare and submit their
proposed operating budgets for the year beginning January 1 to the City Manager. Budgets are prepared for almost all
funds of the City including the general fund, special revenue funds, debt service funds, capital project funds, intemal
service fund, and enterprise funds. No budget is prepared for the agency fund or the Accrued Sick and Vacation
Internal Service fund.

2) The City Manager compiles and reviews such budget requests and then prepares recommendations and submits them
to the Council on or before September 1st of each year.

3) A Public Hearing is conducted to obtain taxpayers’ comments.

4) Not later than the first Monday in November, the budget is legally enacted through Council passage of the budget resolutions.

5) After the budget is.adopted, any revisions that alter the total expenditures of a department or fund must be approved by
the City Council.

The budget is adopted by the City Council on an activity (individual department) basis for the General Fund and at the fund total
level for all other funds; expenditures at this level in excess of amounts budgeted are a violation of Michigan law. A comparison

of actual results of operations to the General Fund and other Major Governmental Funds service budgets are included in the
required supplementary information. Unexpended appropriations lapse at year end; encumbrances are not included as
expenditures or liabilities. The amount of encumbrances outstanding at December 31, 2007 has not been calculated. There were
no amendments to the current year budget.

Budgets shown were prepared on the same modified accrual basis used to reflect actual results. The budget has been prepared in
accordance with generally accepted accounting principles (GAAP), except that operating transfers have been included in the
“revenue” and “expenditures” categories, rather than as “other financing sources (uses)”.

Significant excesses of expenditures over appropriations in individual major funds are presented below:

Excess
Expenditures
Fire Fund $ 111,189
General Fund - Parks and Grounds 302,950
Capital Improvements 196,321

The majority of the excess expenditures in the Fire Fund occurred in personnel services, which is composed salaries, wages, and
benefits. Specifically, wages were over the appropriation amount by approximately $139,000 due to full-time fire fighters

attending advanced life support training and the hiring of fourteen new on-call fire fighters. The new on-call fire fighters were provided
the requiring training for Fire Fighter 1 and 2 which is necessary to satisfy both state and federal requirements.

The excess expenditures in the General Fund's Park and Grounds department occurred due to a corrected billing from the City's
Water Department which represented a one-time retroactive expense in the amount of $442,418.

The excess expenditures in the Capital Improvements was attributable entirely to a land acquisition purchase.

The Special Revenue Fund, Community Development Block Grant, incurred a deficit fund balance of $39,270 at the end of 2007.
This deficit results from the City incurring expenditures eligible for reimbursement from Oakland County which administers the grant.
After paying the invoices the City is able to submit the copies of paid invoices to request payment from the county. The deficit fund
balance at year-end is composed entirely of eligible expenditures incurred by the City that were not reimbursed within sixty days after
year-end.
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COMBINING BALANCE SHEET -- NONMAJOR GOVERNMENTAL FUNDS

DECEMBER 31, 2007
CITY OF AUBURN HILLS Exhibit C-1
Special Debt Capital
Revenue Service Projects Total
ASSETS
Cash and investments (Note C)..........ccceevveiannnnes 1,577,330 $ 0 $ 476,084 $ 2,053,414
Receivables:
Due from other governmental units.................... 29,060 207,899 236,959
Due from other funds 27,067 27,067
ACCOUNES.....veiiere e e cr e eeaaas 605 78,200 78,805
0
TOTAL ASSETS 1,634,062 0 762,183 2,396,245
LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts payable..... ..o 77,581 17,119 94,700
Wages payable.................... 1,439 1,439
Due to other funds 15,788 15,788
Deposits payable....... 115,560 115,560
Deferred revenue..........ccovvereceresennnneeneseenecsereesesens 6,827 286,099 292,926
TOTAL LIABILITIES 199,968 0 320,445 520,413
FUND BALANCES
Unreserved:
Undesignated........coeveevimiriiciie e 1,434,094 0 441,738 1,875,832
TOTAL FUND BALANCES 1,434,094 0 441,738 1,875,832
TOTAL LIABILITIES AND FUND BALANCES $§ 1,634,062 $ 0 $ 762,183 $ 2,396,245
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES -- NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit C-2
Special Debt Capital
Revenue Service Projects Total
REVENUE
Property taXes. ... ..uur vieeeiinriricreeereeereeeresinaenevenines $ $ 188 § $ 188
Licenses and permits. ...........ccoeeenriiiiiiiiiiien e,
Charges for ServiCes.......ouuvuviirivieieiirerien e reeeen, 1,080,021 1,080,021
Fines and forfeitures.............ccooveiiiinciiiie v,
Federal SOUrCES.......cvuoviamrmiiiiiiiireie e 66,038 66,038
State SOUMCES.....coivniricei e ie e enen e 68,401 85,310 153,711
Use of money and property.........ccooeeeeevieniiiciinennneen. 79,364 1,206 18,352 98,022
Otherrevenue........ccccoiieviiiiiei e ie e ee e 21,382 34,095 55,477
TOTAL REVENUE 1,315,206 1,394 137,757 1,454,357
EXPENDITURES
Current operations:
Legislative......cccouiieeiieiiiicir e 4,911 4,911
Management and planning.........cccccoveveeniniecenneennns 306,798 112,548 419,346
Public safety........cooveneiuiiiiccni i 635,171 635,171
Streets, highways, & public improvements............... 65,496 194,653 260,149
Community and economic development.................. 212,242 212,242
General SUPPOM........ccccmmiiiiiiere et er e eeee 49,503 49,503
Capital outlay..... ....ccooviiiviiiir e, 279,777 45,957 325,734
Debt service:
MTT refunds......ccoereeiniiiiiiri e e 4,816 4,816
Principal payments..............cccooiiiii 50,000 50,000
INterest.. ... ..cooniiieeiei e 34,625 34,625
TOTAL EXPENDITURES 1,553,898 117,364 325,235 1,996,497
REVENUE OVER (UNDER) EXPENDITURES (238,692) (115,970) (187,478) (542,140)
OTHER FINANCING SOURCES
General fund transfers...........ccoooviiiircvecieciii e 25,000 450,000 475,000
Transfers-in.......cooeveeee i e 0 4]
Transfers-out.........coooeiiiuiiieiiiii e 0 0
TOTAL OTHER FINANCING SOURCES 25,000 0 450,000 475,000
EXCESS OF REVENUE AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES (213,692) (115,970) 262,522 (67,140)
Fund balances at beginning of year..........c............... 1,647,786 115,970 179,216 1,942,972
FUND BALANCES AT END OF YEAR $ 1,434,094 § 0 $ 441,738 $ 1,875,832
.{<
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NON-MAJOR GOVERNMENTAL FUNDS EXHIBIT C-3
FUND DESCRIPTIONS

SPECIAL REVENUE FUNDS

Wayne-Oakland Disposal-This fund is used to account for the receipt and subsequent disbursement of "tipping fees" received
from the landfill operator of this landfill located in the City.

Retiree Health Care-This fund is used to pay other post retirement employee benefits for qualified retirees. Ilts source of
funds is from fees charged to City Departments as a percentage of payroll based on actuarial assumptions.

Community Development Block Grant-This fund is used to account for the grant funds received from the Federal Government
through Oakland County for projects benefiting low and moderate income persons or projects defined as having an urgent need.

Park Improvement-This fund is used to account for the revenues and expenditures relating to improvements made to City parks.
This fund is primarily funded through State grants combined with General Fund appropriations.

Sidewalk Improvement-This fund is used to account for the revenues and expenditures relating to the construction and
repiacement of City sidewalks and bike paths. This fund is primarily funded through General Fund appropriations.

Tree Ordinance-This fund is used to account for the funds received under Ordinance 483 of the City which requires deposits
and fees for the removal and replacement of protected species of trees.

State and Federal Drug Forfeiture-This fund is used to account for the money and property seized by the Police Department
from individuals involved in the use, sale and distribution of illegal drugs.

Police Grants and Donations-This fund is used to account for the revenues and expenditures related to grants and
donations that the Police Department received for operation of the DARE program and other associated law enforcement
grants.

Metro Act-This fund is used to account for the revenue received from the State of Michigan to be used for right-of-way
maintenance.

CAPITAL PROJECT FUNDS

Village Center Parking-This fund is used to account for the revenues and expenditures related to the construction of
surface parking lots in the Village Center. The parking lot projects are financed by contributions from other City funds as
well as charges to adjacent businesses that use the lots.

Storm Water Management-This fund is used to account for the revenues and expenditures relating to Storm Water
Management projects in the City. This fund is funded primarily through General Fund appropriations as well as
transfers from other City funds.

DEBT SERVICE FUND

Library Expansion-This fund is used to account for funding and payment of principle and interest on debt issued to finance
the renovation of the City Library. The City Library, a separate governmental entity, leases this facility from the City.
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COMBINING BALANCE SHEET-NON MAJOR SPECIAL REVENUE FUNDS
DECEMBER 31, 2007

CITY OF AUBURN HILLS EXHIBIT D-1
Wayne- Retiree Community
Oakland Health Development Park
Disposal Care Block Grant Improvement
ASSETS
Cash and investments (Note C).......c.......cceeee.. $ 2,766 $ 100,550 $ - $ 452,632
Receivables:
Due from other governmental units................ 29,060
Due from other funds............cccoooiiiinnns 27,067
Accounts receivable.........ccccceevrineiiiiiiiiiiniinin, 605
TOTAL ASSETS 2,766 128,222 29,060 452,632

LIABILITIES AND FUND EQUITY

LIABILITIES
Accounts payable...............c.ciiiiiiinnnn... 2,635 61,503 5,364
Deposits payable.........ccoevevrencnnnirrecnecennne 520
Due to other funds...........cccooceeiiiiiiinninnann...
Deferred revenue.........ccoceveveiiriniiiieenennnnn. 6,827

TOTAL LIABILITIES 2,635 68,330 5,884

FUND BALANCES (DEFICIT}

Fund balances (deficit)-unreserved:

Undesignated..........cooeivieiiiiiiiinincncnnnnnen, 131 128,222 (39,270) 446,748
TOTAL FUND EQUITY (DEFICIT) 131 128,222 (39,270) 446,748
TOTAL LIABILITIES AND FUND EQUITY $ 2,766 $ 128,222 $ 29,060 $ 452,632
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State & Police
Sidewalk Tree Federal Drug Grants and Metro
Improvement Ordinance Forfeiture Donations Act Total
$ 142,402 $ 682,429 $ 40,224 $ 9,539 146,788 1,577,330
29,060
0 27,067
605
142,402 682,429 40,224 9,539 146,788 1,634,062
2,684 3,537 1,858 77,581
112,680 2,360 115,560
0
6,827
2,684 112,680 3,537 2,360 1,858 199,968
139,718 569,749 36,687 7,179 144,930 1,434,094
139,718 569,749 36,687 7.179 144,930 1,434,094
$ 142,402 $ 682,429 $ 40,224 $ 9,539 146,788 1,634,062
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COMBINING STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES (DEFICIT)--SPECIAL REVENUE FUNDS

YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS

EXHIBIT D-2

REVENUE
Licenses and permits..........c.ccocveevieiennnnnnn.
Charges for services.........c.ococveiiiniiicnannnn.
Federal SoUrces. .....c..cocveuevrevreiniiiaeeenainnns
State SOUrCes.......ccuiiiveiiiiiiiiieieeeieereeene,
Use of money and property.......c.ccoeeeiinrennne.
Otherrevenues...........cccoeieiiiiiiiiienecnnnne.

TOTAL REVENUE
EXPENDITURES
Current operations:
Legislative......cooovimiiiiici
Management and planning........................
Public safety.......c.c.oceeeviiiiiiiiiiiiis

Streets, highways, & public improvements....
Community and economic development......
General support.......ccccvevveeiiiirneireeees
Capital outlay........cccoevureeniiiiiiiiiceenae,

TOTAL EXPENDITURES

REVENUE OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
General fund transfer.............cooevveiiiveinennns
Transfers In......coveeeeiiiiiiiieiiiecee e,
Transfers Out........covvveieiiniiiiiie e,

TOTAL OTHER FINANCING SOURCES (USES)

REVENUE AND OTHER SOURCES OVER
(UNDER) EXPENDITURES AND OTHER USES

Fund balance (deficit) at beginning of year......

FUND BALANCE (DEFICIT) AT END OF YEAR

Wayne- Retiree Community
Oakland Health Development Park
Disposal Care Block Grant Improvement
$ $ $
1,064,232 15,789
66,038
2,219 5,333 20,611
2,219 1,069,565 66,038 36,400
4,911
76,803 229,995
609,688
37,528
129,089 73,411 9,742
49,503
2,000
76,803 1,060,714 73,411 11,742
(74,584) 8,851 (7,373) 24,658
0 0 0 0
(74,584) 8,851 (7,373) 24,658
74,715 119,371 (31,897) 422,090
131  $ 128,222 $ (39,270) $ 446,748
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State & Police

Sidewalk Tree Federal Drug Grants and Metro
Improvement Ordinance Forfeiture Donations Act Total
$ $ $ $ $ $ -

1,080,021

66,038

13,613 54,788 68,401

11,891 32,804 322 193 5,991 79,364

21,254 40 88 21,382

33,145 32,844 13,935 281 60,779 1,315,206

4,911

306,798

25,483 635,171

436 14,806 12,726 65,496

212,242

49,503

271,777 279,777
278,213 14,806 25,483 12,726 1,553,898
(245,068) 18,038 (11,548) 281 48,053 (238,692)
25,000 25,000
25,000 0 0 0 0 25,000
(220,068) 18,038 (11,548) 281 48,053 (213,692)
359,786 551,711 48,235 6,898 96,877 1,647,786

$ 139,718 $ 569,749 $ 36,687 3 7,179 $ 144,930 $ 1,434,094
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COMBINING BALANCE SHEET -- CAPITAL PROJECT FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit E-1
Storm
Village Center Water
Parking Management Total
ASSETS
Cash and investments (Note C).......ccceeuierirmmieeerreeriinanieninnnn, $ 253,314 $ 222770 % 476,084
Accounts Receivable..........cccoveveiriiiiiiiiiii e 78,200 78,200
Due from other governmental units............ccoeveeiiiiereniannnnnn.. 207,899 207,899
TOTAL ASSETS 331,514 430,669 762,183

LIABILITIES AND FUND EQUITY (DEFICIT)
LIABILITIES

Accounts PaYabIe..........c.cecvvierreceerie e ae s e 17,119 17,119
Wages payable.........ceeeivieiiieeeei e e a e 1,439 1,439
Dueto other funds..........oeiiiiieiiiieeeee e e eeaeaes 15,788 15,788
Deferred reVENUE. ......coueiveieii et 78,200 207,899 286,099
TOTAL LIABILITIES 78,200 242,245 320,445
FUND BALANCE (DEFICIT)

Unreserved:
Undesignated...........ooouiiiiiiiiiii et 253,314 188,424 441,738
TOTAL FUND BALANCES (DEFICIT) 253,314 188,424 441,738
TOTAL LIABILITIES AND FUND BALANCES $ 331514 § 430,669 $ 762,183
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES (DEFICIT) -- CAPITAL PROJECT FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit E-2
Storm
Village Center Water
Parking Management Total
REVENUE
SHAE SOUICES. .evuieneiaiieeeiit e e iee et e eea e iereesasaneenerneransseas $ $ 85310 $ 85,310
Use of money and property.......cccooeveceimieinnieeniiiicecieceeeee e 11,849 6,503 18,352
18] (o =1 U U 400 33,695 34,095
TOTAL REVENUE 12,249 125,508 137,757
EXPENDITURES
Streets, highways & public improvements...........cc.cocvviiiiiiiinnianns 194,653 194,653
Capital OULIAY......uvieieriei i e e 45,957 45,957
Debt service:
Principal payments........coouiiiiiiiiici e 50,000 50,000
Interest payments. ..o 34,625 34,625
TOTAL EXPENDITURES 325,235 325,235
REVENUE OVER (UNDER) EXPENDITURES 12,249 (199,727) (187,478)
OTHER FINANCING SOURCES
Sewer fund transfers..........ooviv e e 450,000 450,000
TOTAL OTHER FINANCING SOURCES 450,000 450,000
EXCESS OF REVENUE AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES 12,249 250,273 262,522
Fund balances (Deficit) at beginning of year..........c..cc..ooviii. 241,065 (61,849) 179,216
FUND BALANCES (DEFICIT) AT END OF YEAR $ 253314 § 188,424 § 441,738
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INTERNAL SERVICE FUNDS
FUND DESCRIPTIONS

Fleet Management-This fund is used to account for the operations of all City vehicles excluding Fire
Department Apparatus.

Accrued Sick and Vacation-This fund is used to account for the liability of accrued sick, vacation, and
compensatory time.

73




STATEMENT OF NET ASSETS -- INTERNAL SERVICE FUNDS

DECEMBER 31, 2007
CITY OF AUBURN HILLS Exhibit F-1
Accrued
Fleet Sick &
Management Vacation Total
ASSETS
CURRENT ASSETS
Cash and investments (Note C).........c..ooivmeiiiioniiieenenne. $ 1,884,860 1,884,860
Receivables:
Due from other funds..........ccooeeiiiiiieiiiiiiiiiee e, $ 1,620,505 1,620,505
TOTAL CURRENT ASSETS 1,884,860 1,620,505 3,505,365
LAND, BUILDINGS AND EQUIPMENT
Machinery & equipment..........cccooviiiiiiii e 1,049,219 1,049,219
[V = (o] =Y NN 4,179,303 4,179,303
TOTAL CAPITAL ASSETS 5,228,522 0 5,228,522
Less: Allowance for depreciation..........cc.coevvvviiiinieienenen... 3,630,958 3,530,958
TOTAL CAPITAL ASSETS NET OF DEPRECIATION 1,697,564 0 1,697,564
TOTAL ASSETS 3,682,424 1,620,505 5,202,929
LIABILITIES
CURRENT LIABILITIES
AcCCoUNtS Payable.......cccueeverirerivinereceree et $ 165,091 165,091
Due to Other FUNS........coereieevrvrreerierer et eeee e, 36,895 36,895
Accrued payroll and other liabilities............ccccoomvinrvrreccnenennen 5,016 1,620,505 1,625,521
TOTAL LIABILITIES 207,002 1,620,505 1,827,507
NET ASSETS
Invested in capital assets........coceiieiieieiiiiieiineeens 1,697,564 1,697,564
Undesignated.......cccommiiiiiiiiiiicic e 1,677,858 1,677,858
TOTAL NET ASSETS $ 3,375422 § 0 3,375,422
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COMBINING STATEMENT OF REVENUE, EXPENSES AND CHANGES IN
FUND NET ASSETS -- INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit F-2
Accrued
Fleet Sick &
Management Vacation Total
OPERATING REVENUE
Equipment rental charges...........cccoocivviciiiiiiiiincnnnne $ 1,224,731 $ 1,224,731
Vehicle rental fees.......covviimiiiiiiiiiiiii e 725,415 725,415
Other operating iNnCome.........ccoeiiviviiiiii e 0 $ 153,070 153,070
TOTAL OPERATING REVENUE 1,950,146 153,070 2,103,216
OPERATING EXPENSES
Salaries and WagES......cvuueiiriii i iieieae i sr e aaaranas 181,998 146,024 328,022
Fringe benefits......ccocoiiiiiiiii e 150,266 7,046 157,312
SUPPIES. . ceniee et et e e 418,613 418,613
Contracted SEIVICES. ...t ae e eeeenes 118,759 118,759
Other operating expenses 356,443 356,443
Depreciation and amortization..................cooiiiiniieiienne. 593,261 593,261
TOTAL OPERATING EXPENSES 1,819,340 153,070 1,972,410
TOTAL OPERATING INCOME 130,806 0 130,806
NONOPERATING REVENUE
Interest earned. ..o 103,226 103,226
Otherincome..... ..o 155,433 155,433
TOTAL NONOPERATING REVENUE 258,659 0 258,659
CHANGE IN NET ASSETS 389,465 0 389,465
Net assets-beginning of year............cccooceiviiiiiinnieannes 2,985,957 0 2,985,957
NET ASSETS AT END OF YEAR $ 3,375,422 $ 0 $ 3,375,422
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COMBINING STATEMENT OF CASH FLOWS-
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

CITY OF AUBURN HILLS Exhibit F-3
Accrued
Fleet Sick &
Management Vacation Total
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from CUSIOMES.........cc.cecvcreeereeerenrerenseeneaaee e seaens 1,950,146 $ 1,950,146
Cash payments for goods and services. (419,222) (419,222)
Cash payments t0 employees........cceeeerccamrecrccrrnerennees (331,215) (331,215)
Other operating expenses rerrereeareaneeensaes s reraseenean (356,443) . (356,443)
NET CASH PROVIDED BY OPERATING ACTIVITIES 843,266 $ 0 843,266
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Operating transfers iN...........ooveceerriieiieecce e e, 0 0
Other nonoperating receipts 155,433 155,433
NET CASH PROVIDED BY
NONCAPITAL FINANCING ACTIVITIES 155,433 0 155,433
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of capital assets........ e (1,113,091} (1,113,091)
NET CASH (USED IN) CAPITAL
AND RELATED FINANCING ACTIVITIES (1,113,091) 0 (1,113,091)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received on iNveSIMENtS..........covemeeieieemeccieeee s 103,226 103,226
NET CASH PROVIDED BY INVESTING ACTIVITIES 103,226 0 103,226
Net Increase in cash and cash equivalents................ccccvveernnnnne. (11,166) (11,166)
Cash and cash equivalents-Beginning of year.......cccoceeeceurenvenene, 1,896,026 0 1,896,026
Cash and cash equivalents-end of year..........cccceeeeereeccmecnvesenrrene. 1,884,860 $ 0 $ 1,884,860
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
OPerating INCOME «......cevveiieeeeeneernnreeeeeerarae e ereaneesteeennaeeen, 130,806 $ 0 3 130,806
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Depreciation and Amortization Expense...........cccocoeiiiiciciiiinnnce 593,261 593,261
Decrease (increase) in due from other funds.........cccveeneenenininnn, (153,070) (153,070)
Increase (decrease) in accounts payable........ 118,150 118,150
Increase (decrease) in due to other funds 1,046 1,046
Increase (decrease) in accrued payroll and other liabilities............. 3 153,070 153,073
Total AdJUStMENTS. ....cieieeiee et eeaeee 712,460 0 712,460
Net cash provided by operating activities.................ccceeeeuvenenn. 843266 $ 0 $ 843,266
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Plante & Moran, PLLC

p l a n t 6 27400 Northwestern Highway
%’/—_‘ P.C. Box 307
Southfield, MI 48037 -0307

moran Tel: 248.352.2500
Fax: 248.352.0018

plantemoran.com

To the Honorable Mayor and Members
of the City Council

City of Auburn Hills

1827 North Squirrel Road

Auburn Hills, Ml 48326

Dear Mayor and Council Members:

We recently completed the audit of the basic financial statements of the City of Auburn Hills for
the year ended December 31, 2007. In addition to our audit report, we are providing the
following report on internal control, report on the results of the audit process, summary of
unrecorded possible adjustments, and informational comments which impact the City:

Page
Report on Internal Control 2-4
Report on the Results of the Audit Process 5-8
Summary of Unrecorded Possible Adjustments 9-10
Informational Comments I1-14

We are appreciative of the opportunity to be of service to the City of Auburn Hills. Should you
have any questions regarding the comments in this report, please do not hesitate to call.

7414«1/ f M, ALt

June 4, 2008

Praxifi/

MEMBER +*



Plante & Moran, PLLC
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June 4, 2008

To the Honorable Mayor and Members
of the City Council

City of Auburn Hills

1827 North Squirrel Road

Auburn Hills, MI 48326

Dear Mayor and Council Members:

Beginning with last year’s audit, national auditing standards call for auditors to communicate
matters to the governing body that may be useful in its oversight of the City of Auburn Hills’
financial management. Specifically, they require us to report internal control issues to the
governing body that may be relatively minor, in order to allow it to evaluate their significance
and make any changes it may deem appropriate. In general, these are items that would have
been discussed orally with management in the past. The purpose of these new standards is to
allow the governing body an opportunity to discuss issues when they are relatively minor, rather
than waiting until they become more serious problems. We hope this report on internal control
will be helpful to you, and we look forward to being able to discuss any questions you may have
concerning these issues.

In planning and performing our audit of the financial statements of the City of Auburn Hills as of
and for the year ended December 31, 2007, in accordance with auditing standards generally
accepted in the United States of America, we considered the City of Auburn Hills’ internal
control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the City of Auburn Hills’ internal control.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control deficiency,
or combination of control deficiencies, that adversely affects the entity's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be
prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity's internal control.

ME
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To the Honorable Mayor and Members June 4, 2008
of the City Council
City of Auburn Hills

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses, as defined above.

We did note additional items that should be considered in order to enhance internal controls;

e While we noted that the Treasurer’s Department and Finance Department have improved
the communication and transactions flow regarding bank reconciliation copies being
provided to the Finance Department, we did note a time lag in some bank reconciliation
copies being provided due to staffing issues. We did subsequently note that the timeliness of
this process is on track in 2008. This process will allow for timely review of the
reconciliations to ensure all transactions have been adequately recorded on the general
ledger.

e We noted that during 2007 there was a lack of timely recording of interest earned from
investments in certificates of deposits (CDs). We suggest that when CDs are rolled over,
the interest that is earned should be immediately communicated to the Finance Department
along with the new CD’s rate and duration of investment holding. This communication flow
would allow for the general ledger to be updated timely reflecting accurate interest earnings.
It was noted that this process is in place for 2008 and that this information is being
communicated in a timelier manner.

e We noted that the City does not have a formal capitalization policy adopted by the City
Council nor does the City Council formally approve the acceptance of donated assets. We
noted that the City does adhere to an informal capitalization threshold and noted that all
donated assets are properly valued by the City’s engineers. However, a formal City Council-
approved policy is recommended.

¢ |n addition, as a result of the review of the general controls over the City’s information
technology (IT) system, we offer the following items to strengthen the IT control
environment:

0 We recommend that a formal process be implemented requiring the use of a paper or
electronic form to be completed by the human resource department to immediately
notify the IT department when an employee is terminated, hired, or changes positions.
This will allow the IT department to immediately remove, allow access, or change the
allowed access to the system based on the employee’s status.

O We noted that the IT department has access to the financial applications and has the
ability to post financial transactions. While we did note that all journal entries are
reviewed monthly by management, the City may want to consider restricting individuals
with administrative access from access to post transactions in the financial systems. This
allows for proper segregation of duties and ensures that user access and accountability
controls are not compromised.



To the Honorable Mayor and Members June 4, 2008
of the City Council
City of Auburn Hills

0 The City may want to consider enforcing password complexity along with its other
authentication controls that are in place, which include enforced minimum password
length and inactivity time-outs. In addition, the City may want to ensure that fire logs be
reviewed daily or weekly and that the information security program which all employees
sign be updated to cover all aspects of the IT environment.

This communication is intended solely for the information and use of management, the City

Council, and others within the organization and is not intended to be and should not be used by
anyone other than these specified parties.

Very truly yours,

Plante & Moran, PLLC

Beth Bialy

Fthge J R

Kathryn Kercorian

\
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June 4, 2008

To the Honorable Mayor and Members
of the City Council

City of Auburn Hills

1827 North Squirrel Road

Auburn Hills, MI 48326

Dear Mayor and Council Members:

We recently completed the audit of the basic financial statements of the City of Auburn Hills for
the year ended December 31, 2007. As a result of our audit, we have the following comments
and recommendations for your review and consideration.

Our Responsibility Under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated January 23, 2008, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. We are responsible for planning and
performing the audit to obtain reasonable, but not absolute, assurance that the financial
statements are free of material misstatement. As part of our audit, we considered the internal
control of the City. Our consideration of internal control was solely for the purpose of
determining our audit procedures and not to provide any assurance concerning such internal
control.

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such
matters and our audit of the financial statements does not relieve you or management of your
responsibilities.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our letter about planning matters dated April 14, 2008.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the City are described in Note B to the financial statements. No new accounting
policies were adopted and the application of existing policies was not changed during 2007.

Pra)gjgg'_:



To the Honorable Mayor and Members June 4, 2008
of the City Council
City of Auburn Hills

We noted no transactions entered into by the City during the year for which there is a lack of
authoritative guidance or consensus.

There are no significant transactions that have been recognized in the financial statements in a
different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate
affecting the financial statements was related to the recording of liabilities and expenditures for
the pending tax tribunal cases.

Management’s estimate of the amount owed related to the pending tax tribunal cases resulted
from the assessor’s analysis of the potential liability based on the difference from the current
assessed property tax values versus the estimated reduction in the assessed values based on the
contested claim filed by the taxpayer. The claims have been incurred through December 31,
2007, but have not yet been paid by the City. We evaluated the key factors and assumptions
used to develop the estimates in determining that the amounts recorded are reasonable in
relation to the financial statements taken as a whole.

In addition, during 2003, the State of Michigan asserted a claim for a refund of school taxes
captured for Tax Increment Financing Authority (TIFA) purposes. This issue has not been
settled. We understand that the City’s belief is that the majority if the funds were captured and
spent in accordance with all applicable laws and regulations regarding tax increment financing.
The City has recorded a liability of approximately $4,400,000. We evaluated the key factors and
assumptions used to develop the estimates in determining that the amounts recorded are
reasonable in relation to the financial statements taken as a whole.

Disclosures

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial
statement disclosures are particularly sensitive because of their significance to financial statement
users. The most sensitive disclosures affecting the financial statements are related to the
retirement and other post-employment benefits.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.



To the Honorable Mayor and Members June 4, 2008
of the City Council
City of Auburn Hills

Significant Audit Adjustments and Uncorrected Misstatements Deemed by
Management to be Immaterial

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate
level of management. The attached summary of unrecorded possible adjustments summarizes
uncorrected misstatements of the financial statements. Management has determined that their
effects are immaterial, both individually and in the aggregate, to the financial statements taken as
a whole. In addition, none of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the aggregate, to the financial
statements taken as a whole.

Disagreements with Management

For the purpose of this letter, professional standards define a disagreement with management as
a financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management’s Representations

We have requested certain representations from management that are included in the
management representation letter dated June 4, 2008.

Management’s Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the City of Auburn Hill’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to commencement of the audit. However,
these discussions occurred in the normal course of our professional relationship and our
responses were not a condition of our retention.



To the Honorable Mayor and Members June 4, 2008
of the City Council
City of Auburn Hills

This information is intended solely for the use of the City Council and management of the City of
Auburn Hills and is not intended to be and should not be used by anyone other than these specified
parties.

Very truly yours,

Plante & Moran, PLLC

o sty

Beth Bialy

Fthge J R

Kathryn Kercorian



Summary of Unrecorded Possible Adjustments

Governmental Activities, General Fund, and Police Fund
12/31/2007

Increases (Decreases)

Description of Misstatement Assets Liabilities Net Assets Revenue Expenses
To reduce 2007 payroll expense for portion
of retroactive pay which applied to 2006 due
to police contract expiring in 2005 but no
potential liablity being recorded in 2006 for
open contract year $ (150,000) $ (150,000)
To reduce General Fund expense for the
portion of the retroactive water bill not billed
in previous years from the Water Fund (414,767) (414,767)
$ - s - - s : :
Combined effect $ - $ - $  (564,767) $ - $  (564,767)
Business-type Activities, Water Fund and Sewer Fund
12/31/2007
Increases (Decreases)
Description of Misstatement Assets Liabilities Net Assets Revenue Expenses
To allocate depreciation adjustment to
correct year $ 120,246 $ 120,246
To reduce Water Fund revenue for the
portion of the retroactive water bill not billed
to the General Fund in previous years 414767 $ (414,767)
$ -3 - - : :
Combined effect $ - $ - $ 535,013 $ (414,767) $ 120,246




Summary of Unrecorded Possible Adjustments (Continued)

Aggregate Discretely Presented Component Units
12/31/2007

Description of Misstatement Assets Liabilities Net Assets Revenue Expenses
December 07 CD interest not recorded
TIFA-A $ 31,598 $ 31,598
December 07 CD interest not recorded
TIFA-B 17,774 17,774
To reduce Brownfield deferred revenue and
receivable by half IFT taxes and summer taxes
collected (103,744) $ (103,744)
To reduce TIFA A deferred revenue and
receivable by summer taxes collected (79,604) (79,604)
To reduce TIFA B deferred revenue and
receivable by summer taxes collected (114,784) (114,784)
To reduce TIFA D deferred revenue and
receivable by summer taxes collected (420,314) (420,314)
- - % - - % -
Combined effect $ (669,074) $ (718,446) $ - $ 49,372 $ -

Fire Fund (Major Governmental Fund)

12/31/2007
Increases (Decreases)
Description of Misstatement Assets Liabilities Fund Balance Revenue Expenditures
To reduce revenue and receivable for
payment received before year end $ (7,672) $ (7,672)
- % - s - - :
Combined effect $ (7,672) $ - $ - $ (7,672) $ -




Informational Comments

Real Estate Market

Recent conditions in the real estate market are expected to have a negative impact on taxable
values, even in growing communities such as the City of Auburn Hills. The good news is that a
given drop in market values will not result in an equivalent drop in taxable values. On the other
hand, if market values continue to decline, taxable value will ultimately be impacted. In other
words, if we were to experience a theoretical |0 percent market decline three years in a row,
the effect on taxable value (which would be different for each community) might be a | percent
drop in the first year, 4 percent the next year, and 7 percent in the third. For this reason, it will
be important to closely monitor taxable value, since this has the capacity to severely impact
future years.

On the positive side, the City continues to demonstrate a strong financial position, both in short-
term and long-term measures, including a low overall debt ratio. This strong financial position is
a good indicator that the City will weather the next few years.

Water and Sewer Fund

It was noted in the prior year that the City’s Water and Sewer Funds experienced a significant
increase to their operational loss which was mainly due to the enhanced accuracy of the meters
used for the City’s purchase of water and the accounting change the City made related to the
lives of certain fixed assets. The enhancements served to decrease the unusual water gain the
City had been experiencing in prior years, and the City is now realizing a water loss consistent
with the average of communities in Oakland County. In addition, during 2007, the County
switched its billing method related to sewage and is now billing the City based on metered
sewage. This change resulted in a one-time refund from previous years’ overcharges of
approximately $1.3 million received in 2007. Even with this large refund in the Sewage Fund in
the current year, both funds still experienced an operating loss in 2007. It is our understanding
that the City is continually re-evaluating the rate structure in order to properly fund operations
and maintenance, capital, and debt-related costs, as well as maintaining an appropriate level of
working capital.



Informational Comments (Continued)

State-shared Revenue

As mentioned above, the future of the State’s revenue-sharing program continues to be directly
tied to the condition of the State’s budget. Reductions to statutory revenue sharing started in
2001 as shortfalls began occurring in the State’s budget. The State’s budget shortfalls continue
to be significant. The State was approximately $1.8 billion short of the revenue needed to cover
basic services for the State’s fiscal year 2007/2008 budget. The outcome of the following
matters will also impact revenue sharing:

Future of County Participation in Statutory Revenue Sharing - In 2004, the State
terminated payment of statutory revenue sharing to counties (which was approximately
$182 million) but allowed counties to move their operating tax levy to July from December-.
Counties are required to deposit the additional monies from the earlier levy into a “reserve
fund” which is to be used by the counties to replace lost statutory revenue sharing in future
years. The potential impact is that as counties come back into the revenue-sharing formula,
if the total statutory revenue-sharing pot does not grow accordingly, this will reduce the
amount available for cities.

The statutory revenue-sharing formula expired in 2007 and has been temporarily extended.
Legislative action is required on this Act for appropriations to continue into 2008 and
beyond. The current statutory formula expired in September 2007, but has been
temporarily extended. It is unclear what the outcome will be regarding the short-term and
long-term funding of statutory revenue sharing. Currently, the governor’s budget for the
State's fiscal year 2007/2008 is estimating an increase to revenue sharing of approximately
|.5 percent. With the uncertainty of revenue sharing, we recommend that the City be
conservative when estimating this revenue source.

If the State were to eliminate the statutory portion of revenue sharing (as the constitutional
portion cannot be modified without a change to the State's constitution), the City of Auburn
Hills has approximately $230,000 at risk in its General Fund budget based on current funding
levels.



Informational Comments (Continued)

Legislative Issues and Other Matters

Property Tax Legislation

A series of House bills was introduced in 2007 dealing with the treatment of the uncapping of
value on sale or transfer of property.

With the passage of Proposal A in 1994, changes to the taxable value of an individual property
are limited to the lesser of the rate of inflation or 5 percent until the property is sold or
transferred. The difference between the capped taxable value amount and state equalized value
at the time of transfer is referred to as the “uncapped” value or the “pop-up” value. As several
published studies and reports have demonstrated, the treatment of uncapped values, or the
pop-up amount, when a property is transferred or sold as growth on existing property subject
to the Headlee rollback calculation has resulted in continued downward pressure on millage
rates. This treatment is due to definitional changes made to the General Property Tax Act in
1994.

The three bills in the package are House Bills 4440, 4441, and 4442 and would propose to do
the following:

e House Bill 4440 - This bill establishes an 18-month moratorium on the pop-up or
uncapping of taxable value to state equalized value at the time of sale or transfer of a
property. Property sales or transfers occurring in the time frame of the moratorium would
continue to pay property taxes at the previous taxable value amount. The pop-up or
uncapping of taxable value would be delayed until the property was sold or transferred in
later years.

e House Bill 4441 - This bill increases the real estate transfer tax by .10 percent and
earmarks the money to be returned to local government for potential loss in revenue
occurring from House Bill 4440.

¢ House Bill 4442 - This bill would change the General Property Tax Act to exempt the pop-
up or uncapped value from the Headlee rollback calculation. If this legislation were enacted,
increases in taxable value resulting from property sales or transfers would be treated as
additions to taxable value or new growth versus growth on existing property.

House Bills 4440 and 4441 passed the House on March 14, 2008 (HB 4440 has been assigned to
the Senate Finance Committee). House Bill 4442 has not yet been voted on in the House.



Informational Comments (Continued)

In addition, House Bill 4215 passed the House on April 9, 2008, creating PA 96, which allows
property owners to have two principal residence (homestead) exemptions in certain situations.
This new law amends MCL 21 |.7cc of the General Property Tax Act. The legislation is designed
to allow Michigan residents to maintain the principal residence status on their first home when
they are unable to sell that home before they move into a new residence. The property owner
must file a form for each residence/property with the local assessor by May |, 2008 in order to
receive the exemption for this tax year. In order to qualify, the owner of the residence/property
must be a Michigan resident, the home in question must have been the principal residence prior
to the owners moving out, the vacated home must remain unoccupied and may not be rented in
order to receive the exemption, and the property must be offered for sale. This homestead
exemption may be renewed for an additional two years after the initial filing, but requires the
property owner to notify the assessor by December 31 of each year to receive the tax break.

Investment Reporting

Public Act 213 of 2007 has been signed by the governor and now requires local governments to
perform their investment reporting quarterly to the governing body. The investment of surplus
monies by Michigan local governments is controlled by Public Act 20 of 1943. The Act
previously required investment reporting annually. It is suggested that the required quarterly
reports list investments by institution with maturity date and interest rates.

We would like to thank you and your staff for the courtesy and cooperation extended to us
during the audit. If there are any questions about your financial report or the above comments
and recommendations, we would be happy to discuss them at your convenience.



	Audit Report

	Management Letter




